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EMERGENCY  HOMEOWNERS’  REUEF 
Notice  of  Proposed  Rulemaking 

On  July  2,  1975,  the  President  signed 
the  Emeiiiency  Housing  Act  oi  1975,  12 
U.S.C.  2701,  Title  I  of  which  Is  the 
Emergency  Homeowners’  Relief  Act 
(Act) .  The  Act  conferred  upon  the  Secre¬ 
tary  of  Housing  and  Urban  Development 
(Secretary)  standby  authority  to  Insure 
or  make  loans  to  homeowners  to  defray 
mortgage  expenses  so  as  to  prevent  wide¬ 
spread  mortgage  foreclosures  and  distress 
sales  of  homes  resulting  from  the  tem¬ 
porary  loss  of  employment  and  income. 

Notice  is  hereby  given  that  the  Secre¬ 
tary  proposes  to  add  a  new  chapter  to 
Title  24  of  the  Code  of  Federal  Regula¬ 
tions  describing  the  requirements  of  the 
emergency  homeowners’  relief  program 
in  case  it  should  be  determined  that  eco¬ 
nomic  conditions  dictate  the  imple¬ 
mentation  of  the  standby  authority. 

A  complete  explanation  of  the  com¬ 
posite  delinquency  index  used  to  deter¬ 
mine  when  the  standby  authority  should 
be  implemented  is  contained  in  a  sepa¬ 
rate  notice  being  published  conciurently 
with  this  proposed  rule. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  this  proposed  rulemaking  by 
submitting  written  data,  views  and  argu¬ 
ments  with  respect  to  this  proposal.  Com¬ 
munications  should  be  identified  by  the 
above  docket  number  and  title  and 
should  be  filed  with  the  Rules  Docket 
Clerk,  Office  of  General  Counsel,  Room 
10245,  Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  S.W., 
Washington,  D.C.  20410.  All  relevant 
material  received  on  or  before  Novem¬ 
ber  12,  1975  will  be  considered  before 
adoption  of  the  final  rule.  Copies  of  com¬ 
ments  submitted  will  be  available  for 
public  inspection  during  normal  business 
hours  at  the  above  address. 

The  Department  has  determined  that 
an  Environmental  Impact  Statement  is 
not  required  with  respect  to  this  rule. 
The  Finding  of  Inapplicability,  in  ac¬ 
cordance  with  HUD’S  environmental 
procedures  handbook  (HUD  Handbook 
1390.1) ,  is  available  for  inspection  at  the 
office  of  the  Rules  Docket  Clerk. 

The  proposed  cht^ter  reads  as  follows: 

Chapter  XV — ^Emeroenct  Hokeowkers* 
Relief  Program 

Part 

2700  Oeneral 

2701-2704  [Reserved] 

2706  KllglbUity 

2706-2700  [Raaerved] 

2710  Terms  of  Emergency  Loans 

2711-2714  [Reserved] 

2716  Cotnsuranoa 

-  2716-2710  [Reserved] 

2720  Direct  Loans 

2721-2724  [Reserved] 

2726  Appendices 

2726-2700  (Reserved] 


PROPOSED  RULES 
PART  270G— GENERAL 

See. 

2700.1  Purpose. 

2700.6  Definitions. 

2700.10  Detmninatlon  at  emergency. 

Authoritt:  Sec.  108(a),  12  XTJS.C.  2707, 

60  Stat.  256,  Pub.  L.  04-60. 

§  2700.1  ^Purpose. 

The  purpose  of  this  chapter  is  to  de¬ 
scribe  and  establish  a  standby  program, 
authorized  by  the  Emergency  Homeown¬ 
ers’  Relief  Act,  to  prevent  widei^read 
mortgage  foreclosures  and  distress  sales 
of  homes  resulting  from  the  temporary 
loss  of  employment  and  Income.  If  it  be¬ 
comes  necessary  to  implement  the  pro¬ 
gram,  HUD  would  provide  emergency 
relief  under  the  standby  program  by 
coinsuring  loans  made  by  private  lenders 
or  by  making  direct  loans  to  homeown¬ 
ers  to  assist  than  in  making  their  mort¬ 
gage  payments.  In  the  event  that  this 
emergency  program  is  needed,  coinsur¬ 
ance  under  Part  2715  is  intended  to  be 
the  primary  method  of  assistance. 

§  2700.5  Definitions. 

For  purposes  of  this  chapter: 

(a)  “Act”  means  the  Emergency 
Homeowners’  Relief  Act. 

(b)  “Collection  agent”  means  a  lend¬ 
ing  institution  which  services  an  emer¬ 
gency  loan  made  by  the  Secretary  pursu¬ 
ant  to  Part  2720. 

(c)  “Delinquent  mortgage”  means  the 
mortgage  which  is  at  least  3  months 
delinquent  at  the  time  of  the  application 
for  assistance  imder  this  chapter  and 
with  respect  to  which  suc^  assistance  is 
to  be  used  or  has  been  used  to  make  pay¬ 
ments. 

(d)  “DoMurtment”  and  “HUD”  mean 
the  Department  of  Housing  and  Urban 
Development. 

(e)  “Direct  loan”  means  an  emer¬ 
gency  loan  made  pursuant  to  Part  2720 
with  funds  of  the  United  States  of  Amer¬ 
ica,  evidenced  by  a  note  payable  to  the 
United  States  of  America. 

(f)  “Emergency  loan”  means  an  emer¬ 
gency  mortgage  relief  loan  made  pursu¬ 
ant  to  this  chapter. 

(g)  “Family”  means  one  or  more  per¬ 
sons  related  by  blood,  marriage,  or  op¬ 
eration  of  law,  who  occupy  the  same 
dwelling  vmit. 

(h)  “Finance  charge”  means  the  cost 
of  credit  as  determined  in  12  CFR  226.4, 
a  section  in  “Regulation  Z”  of  the  Fed¬ 
eral  Reserve  System’s  regulations  on 
Truth  in  Lending. 

(i)  “Financially  unable  to  make  full 
mortgage  payments”  means  that  a  home- 
owner  is  unable  to  make  his  monthly 
mortgage  payment  with  35  percent  of  his 
gross  monthly  income  and  that  his  as¬ 
sets  (excluding  the  e<]Kuty  in  his  principal 
residence,  hanaehold  furniture,  equip¬ 
ment  us(kl  in  his  trade,  clothing,  and 
automobttes)  have  a  current  value  not  in 
excess  of  $5.(KK). 

(J)  “Gross  monthly  income”  means 
the  total  monthly  income,  before  taxes 
and  other  deductions,  received  by  all 
members  of  the  homeowner’s  family. 


There  Rbaii  be  Included  in  this  total  in¬ 
come  aU  wages,  social  security  payments, 
retirement  benefits,  military  and  vet¬ 
eran’s  disability  payments,  unemploy¬ 
ment  ben^ts,  welfare  benefits,  food 
stamp  benefits,  and  interest  and  dividend 
payments. 

(k)  “Homeowner”  means  a  mortgagor 
or  m(»tgagors  who  want  to  receive  or 
have  received  mortgage  assistance  pur- 
sufmt  to  this  chapter  in  connection  with 
a  mortgaged  property  which  is  the  prin¬ 
cipal  residence  oi  the  mortgagor  or  mort¬ 
gagors. 

(l)  “Investor”  means  a  lending  insti¬ 
tution  which  holds  a  delinquent  mort¬ 
gage.  The  Investor  may  also  the  lender 
or  collection  agent. 

(m)  “Involuntary  imemployment  or 
imderemifioyment’’  means  the  status  of 
a  homeowner  who  is  without  a  job  and 
who  wants,  is  seeking,  and  is  available 
to  work  or  who  is  working  part-time  but 
seeking  full-time  work,  or  who  is  working 
full-time  blit  has  suffered  a  substantial 
reduction  in  income. 

(n)  “Lender”  means  a  lending  insti¬ 
tution  which  makes  an  emergency  loan 
pursuant  to  Part  2715,  or  its  assignee  or 
successor  in  interest. 

(o)  “Mortgage”  means  any  mortgage, 
deed  or  trust  or  other  form  of  security 
and  the  obligation  secured  thereby  on  a 
one-  to  four-family  dwelling  which  is 
either  real  estate  or  a  mobile  home.  It 
Includes  a  mortgage  on  a  condomlniiun 
unit  and  security  on  stock  in  a  housing 
cooperative. 

(p)  “Monthly  mortgage  payment” 
means  the  monthly  amount  of  principal, 
interest,  taxes,  ground  rents,  hazard  in¬ 
surance  and  mortgage  Insurance  pre¬ 
miums  due  to  be  paid  to  the  mortgagee  (s) 
under  a  hcmieowner’s  mortgage  (s) . 

(q)  “Secretary”  means  the  Secretai’y 
of  Housing  and  Urban  Development. 

(r)  “Servicer”  means  the  lending  in¬ 
stitution  that  services  the  delinquent 
mortgage.  ’The  servicer  may  also  be  the 
lender  or  collection  agent. 

(8)  “Substantial  reduction  in  income” 
means  that  the  homeowner’s  average 
gross  monttily  income  during  the  period 
the  homeowner  is  in  arrears  on  the  de¬ 
linquent  mortgage  is  less  than  75  percent 
of  his  avorage  gross  monthly  income  dur¬ 
ing  the  24  month  period  preceding  the 
beginning  of  his  Involuntary  unemploy¬ 
ment  or  underemployment. 

§  2700.10  Determination  of  emergency. 

(a)  The  Department  has  constructed 
a  nationwide  composite  index  of  delin¬ 
quencies  of  60  days  or  more  (including 
loans  in  the  process  of  foreclosure)  for 
mortgage  loans  on  one-  to  four-family 
dwellings.  It  is  a  quarterly  index  which 
is  based  on  a  weighted  average  of  delin¬ 
quency  rates  published  by:  the  Veterans 
Administration,  the  Mortgage  Bankers 
Association  of  America,  the  American 
Life  Insurance  Association,  the  National 
Association  of  Mutual  Savings  Banks, 
and  the  U.S.  League  of  Savings  Associa¬ 
tions.  ’The  rates  are  weighted  according 
to  the  percentage  of  the  long-term  mort- 
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gage  loans  held  by  the  respective  lender 
groups  represented  by  the  data  in  eacdi 
individual  series  at  the  end  of  each 
quarter. 

(b)  If  the  composite  rate  of  deUn> 
quencks  should  reach  1.20  percait  the 
Secretary  will,  after  consultatkm  with 
the  Federal  agencies  that  regulate  In- 
stitutkms  which  make  home  mortgage 
loans,  make  a  finding  and  determinatkm 
as  to  vdiether  the  Act  should  be  imple¬ 
mented.  If  the  determination  of  the  Sec¬ 
retary  is  not  to  imidement  the  Act,  and 
if  the  composite  rate  of  ddinquraetes 
should  c(mtinue  at  a  level  oi  1.20  percent 
at  above,  the  Secretary  shall  continue  to 
ccmsult  with  such  agencies  and  shall  is¬ 
sue  such  a  finding  and  determination  at 
the  end  of  each  30  day  period  during 
which  the  rate  is  at  or  above  the  1.20 
percent  leveL' 

(c)  If  the  Emergency  Homeowners* 
Relief  Program  is  activated  pursuant  to 
subsection  (b) ,  the  Secretary  shall  pub¬ 
lish  a  notice  thereof  in  the  Federal  Reg¬ 
ister.  inviting  loiding  institutions  quali¬ 
fied  under  S  2705.5  that  are  interested  in 
participating  in  the  program  to  stdanlt 
a  request  tar  insmvmce  authority  alloca- 
ticm  or  lending  authority  allocatiQn  in 
the  form  q?eclfled  in  An>ordix  1.  Such 
request  shall  also  serve  as  an  ai^lication 
fcur  a  contract  of  insurance  pursuant  to 
Part  2715  or  for  a  ccmtract  to  act  as  the 
Secretary’s  collection  agent  pursuant  to 
Part  2720.  depending  upon  the  type  of 
authority  requested.  Such  an  institutkm 
Shan  not  request  an  aUocation  in  excess 

tile  estimated  amount  which  its  delin¬ 
quent  homeowners  would  qualify  for  un¬ 
der  Part  2705  at  the  time  the  request  is 
filed.  The  Insurance  and  lendhig  author^ 
ity  shall  be  aUocated  an  the  basis  of  the 
criteria  that  the  Secretary  articulates 
at  the  time  of  publication,  taking  into  ac¬ 
count  any  special  circumstances  at  that 
time.  Ah  allocation  of  Insurance  author¬ 
ity  shaU  constitute  acceptance  by  the 
Secretary  of  the  lending  institution’s  iu;>- 
pllcatlon  for  a  contract  of  Insurance,  the 
terms  of  which  are  embodied  in  this 
chapter.  Similarly,  an  allocation  for  di¬ 
rect  loan  authority  shall  constitute  ac¬ 
ceptance  by  the  Secretary  of  the  insti¬ 
tution’s  application  for  a  cmitract  to  act 
as  the  Secretary’s  collection  agent,  the 
terms  of  which  are  embodied  In  this 
chapter. 

(d)  If.  after  the  program  is  activated, 
the  Secretary  determines  that  the  emer¬ 
gency  conditions  which  led  to  the  activa- 
timi  at  the  program  have  abated,  no  new 
onergency  loans  may  be  made.  If  oreover. 
no  emergency  loans  may  be  made  aftor 
June  30,  1076. 


PARTS  2701—2704  [RESERVED] 
PART  2705— EUGIBIUTY 

Sec. 

2705.1  Eligible  properties. 

2706.6  Ellglbto  lending  institutions. 
2706.10  Eligible  bomeownen. 

Axttbohitt:  Sec.  108(a)  (12  VS.C.  2767)  89 
SUt.  268.  Pub.  L.  04-60. 

S  2705.1  EligiUe  iwoperties. 

m  order  to  qualify  for  an  emogeney 
loan  imder  Part  2715  or  Part  2720  (tf  this 


chapter,  the  mortgaged  property  must  be 
the  principal  residence  of  the  hmne- 
owner,  and  be  subject  to  a  dtiinquent 
morts^e  as  defined  in  S  2700.5,  but  not 
sidiject  to  hens  having  a  total  outstand¬ 
ing  principal  balance  at  the  beginning  of 
the  delinquency  of  the  delinquent  mort¬ 
gage  in  excess  of  $55,000. 

§  2705.5  HigiMe  loading  institatkm. 

(a)  m  order  to  participate  in  the 
Emergency  Hrxneowners’  R^ef  Program 
as  a  lender  or  collecticm  agent,  a  lendli^ 
Institutkm  must  be  ai^roved  as  a  mort¬ 
gagee  pursuant  to  §|  203.1  throu^  203.4 
(except  S  203.4(e)  ) . 

(b)  Approval  of  a  l«iding  institutlcm 
pursuant  to  paragraph  (a)  may  be  with¬ 
drawn  at  any  time  by  notice  from  the 
Secretary  by  reason  of : 

(1)  The  transfer  of  an  insured  loan  to 
a  nonapproved  entity; 

(2)  The  failure  of  a  lending  Institution 
to  submit  the  required  annual  audit  re¬ 
port  of  its  financial  condition  within  75 
days  of  the  dose  of  its  fiscal  year;  or 

(3)  The  failure  ot  a  lending  institu¬ 
tion  to  comply  with  the  regulations  of 
this  chapter. 

Withdrawal  of  a  lending  institution’s 
approval  shall  not  affect  the  Insurance 
on  the  loans  accepted  for  insmance. 

(c)  AH  approved  lending  Institutions 
are  responsible  for  servicing  of  emer¬ 
gency  loans  in  accordance  with  accept¬ 
able  mortgage  practices  of  prudent  lend¬ 
ing  institutions. 

§  2705.10  Eligible  homeowners. 

In  order  to  qualify  for  an  emergency 
loan  under  Part  2715  or  Part  2720,  tiw 
homeowner  must: 

(a)  Be  in  arrears  in  his  payments  on 
the  ddinquent  mortgage  fen*  at  least  3 
months; 

(b>  Have  incurred  a  substantial  redue- 
tl(m  in  Income  as  a  result  of  involuntary 
imemplo3nn«it  or  underemployment  due 
to  adverse  econ<»ilc  conditions  (the 
lending  institution  may  presume  that 
the  homeowner’s  unemployment  or  tm- 
deremployment  is  due  to  adverse  eco¬ 
nomic  (xmdltlons) ; 

(c)  Be  financially  tmable  to  make  full 
mortgage  payments  on  his  principal  resi¬ 
dence; 

(d)  Have  a  reasonable  prospect  of  be¬ 
ing  able  to  make  the  adjustments  neces¬ 
sary  for  a  full  resumption  of  mortgage 
payments  on  the  delinquent  mortgage 
the  month  after  the  last  advance  imder 
the  emergency  loan  and  for  the  repay- 
mmt  of  the  emergency  loan  pursuant  to 
the  terms  of  the  note  taken  in  coxmectlon 
with  that  loan; 

(e>  Have  not  received  another  oner- 
gency  loan  pursuant  to  this  chapter;  and 

(f)  Sign  the  appUoatiem  to  be  sent  to 
the  Secretary,  as  spedfled  In  Appendices 
2  and  5,  which  certifies  that  the  inf  (Hina> 
Uott  In  tile  implication  which  the  home- 
owner  provided  Is  accurate,  that  drenm- 
stanees  make  It  probable  that  there 
would  be  a  foredosure  If  emergency 
mortgage  relief  were  not  given,  axid  that 
he  is  in  need  of  such  rdief. 


PARTS  2706—2709  [RESERVED] 

PART  2710— TERMS  OF  EMERGENCY 
LOANS 

See. 

27iai  lUgIble  notes  end  mortgages. 

2710A  Loan  amount. 

2710.10  Finance  chargee. 

Axtthoutt:  Sec.  lOe(a)  (12  U.S.C.  2707) 

89  Stat.  258.  Pub.  li.  94-6a 

§  2710.1  Eligible  notea  and  aaorlgagca. 

(a)  The  note,  mortgage  and  lending 
agreement,  if  any.  in  connectian  with  an 
emergency  loan  pursuant  to  Part  2715  or 
2720  tiiaU  be  in  a  form,  approved  by  the 
Regional  Administrator  of  the  HUD 
Regional  OfBoe,  for  the  state  In  which 
the  mortgaged  premerty  is  located. 

<b)  The  note  evidencing  the  emergency 
loan  shall  bear  the  signature  of  the 
homeowner  as  maker,  shall  be  valid  and 
mforceatde  against  him,  and  shall  be 
conmlete  and  regular  on  its  face. 

(c)  Loans  diall  be  secured  by  an  addi¬ 
tional  mmlgage  upon  the  property, 
which  ShaU  be  recorded  at  the  time  of 
the  closing  of  the  loan. 

(d)  The  note,  or  a  separate  lending 
agreement  whlcb  may  be  Incorporated 
by  reference  in  the  note,  shall  provlda  for 
the  disbursement  of  the  loan  proceeds 
within  12  months.  However,  the  note  or 
loan  agreement  shaU  provide  that  In  the 
event  the  homeowner’s  average  gross 
mimtiily  incame  during  the  preceding  3 
months  increases  or  decreases  by  20  per¬ 
cent  or  m<we  In  rdation  to  the  gross 
monthly  Income  of  the  homeowner  at 
the  time  the  loan  amount  was  estab- 
lisbed,  the  homeowner  must  notify  the 
lender  or  the  coUection  agent  within  30 
days.  If  the  homeowner’s  Income  in¬ 
creases  in  the  manner  todicated.  the 
homeowner  shaU  not  be  entitled  to  dis¬ 
bursements  in  the  amounts  confem- 
plated  by  the  emergwacy  loan,  and  at 
such  time  the  loan  shaU  be  recast  with 
respect  to  the  amoimt  of  principal  and 
Interest  on  the  basis  of  the  homeowner’s 
new  income,  in  such  a  way  as  to  satisfy 
the  requirements  of  1 3710A(a). 

(e)  ’The  maximum  first  disbursement 
of  the  loan  proceeds  may  be  In  an  amount 
equal  to  the  loan  amount  as  determined 
under  §  2710A  divided  by  12,  times  the 
number  of  months,  not  exceeding  12.  that 
the  delinquent  mortgage  is  In  arrears. 

(f)  The  note  shaU  provide  for  pay- 
mmts  to  principal  in  equal  Installments 
falling  due  mcmthly  beginning  no  later 
than  12  months  foUowing  the  date  of  the 
last  disbursement  of  loan  proceeds. 

(g)  ’The  note  shaU  provide  for  pay¬ 
ments  of  interest  earned  during  the  dls- 
bursemoit  period  and  intnest  earned 
thereafter  beginning  no  later  than  6 
months  following  the  date  of  the  last  dis- 
buraonent  under  the  loan. 

(h)  The  note  timU  contain  a  lirovlskm 

tor  acceleration  of  maturity,  at  the 
option  of  tile  holder,  in  the  event  of  de¬ 
fault  In  the  payment  of  any  Installment 
upon  the  due  date  thereof  or  upon  sale 
of  the  mortgaged  pn^^erty.  < 

(D  The  nuttu- 

itty  of  the  note  la  10  years  from  the 
date  of  the  note. 
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§  2710.5  Loan  amount. 

(a)  Subject  to  the  limitation  specified 
in  paragraph  (b) ,  the  principal  amount 
of  the  loan,  exclusive  of  finance  charges, 
made  under  parts  2715  and  2720  shall 
be  equal  to  the  lesser  of : 

(1)  12  times  $250;  or 

(2)  The  sum  of  (i)  12  times  the  home¬ 
owner’s  mortgage  payment  after  35  per¬ 
cent  of  his  gross  monthly  income  has 
been  subtracted  therefrcmi,  and  (ii)  the 
fees  allowed  under  §§2715.15  and 
2720.15. 

(b)  The  lender  or  collection  agent 
shall  not  approve  an  emergency  loan 
when  the  outstanding  balsmce.  Including 
delinquent  interest,  of  the  delinquent 
mortgage  when  added  to  the  other  liois 
against  the  mortgaged  property,  plus  the 
maximum  loan  which  may  be  advanced 
to  the  homeowner  pursuant  to  this  chap¬ 
ter,  exceeds  the  value  of  the  mortgaged 
property.  In  determining  the  value  of 
the  property,  the  lender  or  collection 
agent  may  reply  upon  previously  ob¬ 
tained  appraisals  or  other  determina¬ 
tions  of  value  of  the  property  and  need 
not  obtain  a  current  appraisal. 

§  2710.10  Finance  charges. 

The  maximum  permissible  finance 
charge,  exclusive  of  fees  and  charges  as 
provided  in  §§2715.10,  2715.15,  2720.15, 
and  2720.20(d),  which  may  be  directly 
or  indirectly  paid  to  or  collected  by  the 
lender  or  Uie  collection  agent  in  connec¬ 
tion  with  an  ttnergency  loan  transaction 
shall  not  exceed  simple  interest  on  the 
outstanding  principal  balance  at  the  an¬ 
nual  interest  rate  for  FHA-lnsiured  home 
mortgages  as  specified  in  §  203.20  of  this 
title  at  the  time  of  the  closing  of  the 
loan.  No  points  or  discounts  of  any  kind 
may  be  assessed  or  collected  in  connec¬ 
tion  with  an  emergency  loan  transaction. 

PARTS  2711-2714  [RESERVED] 

PART  2715— COINSURANCE 

Sec. 

2715.1  Delegation  of  authority. 

2715.5  Conditions  of  insiirance. 

2716.10  Fees. 

2715J5  Insurance  premium. 

2715.20  Servicing. 

2715.25  Termination. 

2716.30  Default. 

2715.35  Claims. 

27.16.40  Payment  of  Insurance  benefits. 
2716.45  Administrative  reports  and  exami¬ 
nation. 

2715.50  Sale,  assignment,  and  pledge  of  in¬ 
sured  loan. 

Authoritt:  Sec.  108(a),  12  U.S.C.  2707,  80 
Stat.  256,  Pub.  L.  04-50. 

§  2715.1  Delegation  of  authority. 

(a)  Lending  institutions  which  have 
contracts  of  Insurance  pursuant  to 
§  2700.10(c)  and  this  part  are  authorized 
to  accept,  process,  and  approve  applica¬ 
tions  for  onergoicy  loans  under  this 
part  That  authority  includes  making 
determinations  rdatlng  to  ellglbilily  of 
the  onergency  loan,  the  h(«neowner, 
and  the  pr(q;>erty  under  the  provisions 
of  this  chwter. 

(b)  A  lender  may  make  an  onergency 
loan  (XI  the  terms  specified  in  Part  2710 
if  It  is  satisfied  that  the  application 


meets  all  of  the  relevant  requirements  of 
this  chapter.  The  lender  shall  prepare 
a  note,  loan  agreement,  if  any,  and  mort¬ 
gage  as  required  by  Part  2710  which  it 
shall  record  upon  the  execution  of  those 
documents. 

(c)  On  the  last  day  of  the  month  dur¬ 
ing  which  a  loan  is  closed,  the  lender 
shall  submit  to  the  Secretary  an  applica¬ 
tion  for  an  insured  loan  in  the  form 
specified  in  Appendix  2,  signed  by  the 
lender  and  homeowner,  which  certifies 
that:  the  lender,  homeowner,  and  prop¬ 
erty  meet  the  eligibility  requirements  of 
Part  2705;  that  circumstances  (such  as 
the  volume  of  delinquent  loans  in  the 
investor’s  portfolio  likely  to  remain  \m- 
cured)  make  it  probable  that  there 
would  be  a  foreclosure  if  emergency 
mortgage  relief  were  not  given;  that  the 
homeowner  is  in  need  of  such  relief ;  that 
the  investor  has  indicated  to  the  home- 
owner  its  intention  to  foreclose;  and  that 
the  first  disbursement  of  the  principal 
amount  of  the  emergency  loan  has  been 
paid  or  credited  to  the  homeowner’s  ac- 
coimt  with  the  servicer. 

§  2715.5  Conditions  of  insurance. 

When  the  requirements  of  this  part 
have  been  complied  with,  the  loader’s 
insurance  coverage  under  its  insurance 
contract  will  apply  to  a  particular  loan 
as  of  the  date  of  closing,  if  the  lender 
has  not  exceeded  the  insurance  authority 
allocation  which  the  Secretary  has  given 
the  lender  pursuant  to  §  2700.10(c). 
When  the  Investor  is  the  lender,  the  in¬ 
surance  of  the  emergency  loan  pursuant 
to  Part  2715  shall  be  conditioned  upon 
the  investor’s  agreement,  for  a  period  up 
to  the  month  after  the  last  advance 
under  the  emergency  loan  to  refrain 
from  instituting  foreclosure  proceedings 
against  the  homeowner  as  long  as  the 
amoimt  delinquent  at  the  time  of  the 
origination  of  the  emergency  loan,  ex¬ 
cluding  interest  thereon,  does  not  in¬ 
crease,  imless  the  prior  approval  of  the 
Secretary  is  (Obtained.  From  the  effective 
date  of  the  loan  imtil  the  termination  of 
the  Insurance  with  respect  to  that  loan, 
the  Secretary  and  the  lender  shall  be 
bound  by  the  provisions  of  this  chapter 
as  they  relate  to  the  loan. 

§  2715.10  Fees. 

The  lender  may  collect  from  the  home- 
owner  the  following  fees  or  charges  in 
(x>nJimction  with  providing  the  emer¬ 
gency  loan; 

(a)  A  charge  to  comp^isate  the  lender 
for  expenses  incurred  in  originating  and 
closing  the  emergency  loan,  including 
preparation  of  a  note,  loan  agre^ent  if 
any,  and  a  mortgage  in  a  form  satisfac¬ 
tory  for  recordation,  the  total  charge  not 
to  exceed  $25; 

(b)  Actual  amounts  charged  by  state 
or  local  governments  or  government 
officials  for  recording  fees  and  recording 
taxes  or  oth»  charges  Incident  to  mak¬ 
ing  the  loan; 

(c)  An  amount  equal  to  the  axmual 
premliun  tor  Federal  fiood  insmance  to 
the  extent  required;  and 

(d)  An  amount  equal  to  the  insurance 
charge  authorized  under  §  2715.15. 


§2715.15  Iiiisurance  premium. 

(a)  On  March  1  of  each  year  the  in¬ 
sured  shall  pay  to  the  Secretary  an  in¬ 
surance  premium  equal  to  one-half  of 
1  percent  of  the  average  outstanding  bal¬ 
ance,  during  the  previous  calendar  year, 
of  all  of  the  emergency  loans  which  the 
lender  holds  or  held  pursuant  to  this 
part. 

(b)  With  the  payment  provided  for  in 
paragraph  (a),  the  lender  shall  submit 
a  breakdown  of  the  premium  in  the  form 
prescribed  in  Appendix  3. 

(c)  Any  adjustments  of  the  insurance 
premium  already  paid  in  connection  with 
an  emergency  loan  the  mortgage  on 
which  is  transferred  between  insureds, 
shall  be  made  by  the  insureds,  except 
that  any  unpaid  installments  of  the  in¬ 
surance  premium  shall  be  paid  by  the 
purchasing  insured. 

(d)  There  shall  be  no  refimd  or  abate¬ 
ment  of  any  portion  of  the  insurance 
premium  except  when  the  premium  re¬ 
lates  to  a  loan  found  to  be  ineligible. 
However,  no  refund  shall  be  made  imless 
a  claim  is  denied  by  the  Secretary  or  the 
ineligibility  is  reported  by  the  insured 
promptly  upon  discovery  and  an  applica¬ 
tion  for  refund  is  made.  In  no  event  shall 
charges  be  refunded  when  the  applica¬ 
tion  for  refund  is  not  made  until  after 
the  loan  is  paid  in  full. 

§  2715.20  Servicing. 

Servicing  functions  during  the  period 
that  the  loan  is  coinsured  shall  be  per¬ 
formed  by  the  lender  or  the  servicer  act¬ 
ing  for  the  lender.  The  lender  is  re¬ 
sponsible  to  the  Secretary  for  proper 
servicing,  even  though  the  actual  servic¬ 
ing  is  not  performed  by  the  lender. 

§  2715.25  Termination. 

The  insurance  coverage  and  the  in¬ 
sured  lender’s  obligation  to  remit  insur¬ 
ance  premiums  with  respect  to  an  emer¬ 
gency  loan  shall  be  terminated  upon 
whichever  of  the  following  first  (x:cim5: 

(a)  The  loan  is  paid  in  lull; 

(b)  The  lender  acquires  the  property 
securing  the  loan  and  notifies  the  Secre¬ 
tary  that  no  claim  for  insurance  benefits 
has  been  or  will  be  made; 

(c)  The  homeowner  and  the  lender 
jointly  request  termination;  or 

(d)  ’Ihe  lender  files  an  insurance 
claim. 

§  2715.30  Default. 

(a)  If  the  homeowner  fails  to  make  a 
scheduled  pasrment  or  to  perform  any 
other  obligation  under  the  mortgage  se- 
curhig  the  emergency  loan,  the  home- 
owner  shall  be  deemed  to  be  delinquent 
on  the  loan. 

(b)  For  purposes  of  this  chapter,  the 
date  of  default  shall  be  the  date  30  days 
after  the  first  day  the  insured  loan  is 
delinquent,  if  the  delinquency  remains 
uncorrected. 

(c)  If  after  default  and  prior  to  com¬ 
pletion  of  foreclosure  proceedings,  the 
homeowner  cures  the  default,  the  imur- 
ance  shall  continue  as  if  a  default  had 
not  occurred,  provided  the  homeowner 
pays  to  the  lender  any  expenses  the 
lender  incurred  in  connection  with  the 
foreclosure  proceedings. 
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§  2715.35  Qaims. 

(a)  Claims  for  reimbursemeut  for  loss 
on  an  emergency  loan  shall  be  made  on 
the  form  specified  In  Appendix  4  and 
executed  by  a  duly  qualified  officer  or 
agent  of  the  insured.  The  claim  shall  be 
accompanied  by  the  lender’s  complete 
credit  and  collection  file,  or  a  copy  of 
such  file  certified  by  the  lender  to  be  a 
complete  and  exact  copy  of  the  file  re¬ 
tained  by  the  lender,  pertaining  to  the 
transaction. 

(b)  Claims  may  be  filed  after  default, 
sale  of  the  mortgaged  property,  or  fore¬ 
closure  of  a  lien  senior  to  the  mortgage 
securing  the  coinsured  emergency  loan, 
provided  demand  has  been  made  upon 
the  homeowner  for  the  full  unpaid  bal¬ 
ance  of  the  note. 

(c)  If  the  onergency  loan  is  in  default, 
the  insured  loader  may  elect  to  (1)  pro¬ 
ceed  against  the  mortgage  on  the  loan 
or  attempt  to  collect  on  the  note  and 
then  make  a  claim  under  its  insurance 
contract  if  there  is  any  net  loss,  or  (2) 
make  a  claim  under  its  insuraiace  con¬ 
tract  without  proceeding  against  the  se¬ 
curity  or  the  note. 

(d)  Cfiaims  shall  be  filed  on  the  last 
day  of  the  month,  no  later  than  90  days 
after  the  date  of  default,  unless  the 
lender  proceeds  against  the  mortgage 
securing  the  emergency  loan  in  which 
case  no  later  than  1  year  after  the  date 
of  default.  If  at  the  time  of  default  or 
at  any  time  subsequent  to  the  default  a 
person  primarily  or  secondarOy  liable  for 
the  repayment  of  a  loan  is  a  ’’person  in 
mllltanr  service.’*  as  such  term  is  defined 
in  the  Soldier’s  mid  Sailor’s  Civil  Relief 
Act  of  1940.  as  amended,  the  period  dur¬ 
ing  which  he  is  in  mllitaiy  service  and 
3  months  thereafter  shall  be  excluded  in 
computing  the  time  within  which  a  claim 
for  Insurance  benefits  xmder  this  part 
may  be  made.  When  the  facts  of  a  par¬ 
ticular  case  have  been  described  to  the 
Secretary  within  the  allowable  claim 
period  prescribed  in  this  section,  the  Sec¬ 
retary  may  extend  the  time  within  which 
Chdm  must  be  made,  provided  that  in 
computing  the  claim  no  interest  will  be 
allowed  for  the  period  of  such  exteosion. 

(e)  An  Insured  lender  will  be  reim¬ 
bursed  for  its  losses  on  loans  made  in 
accordance  with  this  chapter,  in  an 
amount  equal  to  90  percent  of  the  sum 
of  the  following: 

(1)  The  unpaid  amoimt  of  Uie  loan 
less  the  amount  recovered; 

(2)  The  uiuxdlected  Interest  earned 
up  to  the  date  of  claim; 

(3)  Uncollected  comrt  costs,  including 
fees  paid  for  issuing,  serving  and  filing 
summonses; 

(4)  Attorney’s  fees  actually  paid  not 
exceeding  the  lesser  of  (i)  25  percent  of 
the  amount  collected  by  the  attorney  on 
the  defaulted  note,  or  (il)  15  percent  of 
the  balance  due  cm  the  note;  and 

(5)  Up  to  $25  for  expenses  actually 
Incurred  in  recording  assignments  of 
mortgages  to  the  United  States  of 
America. 

(f)  The  note  and  any  mortgage  held 
or  judgment  taken  by  the  claimant  must 


be  assigned  in  its  entirety  and  if  any 
claim  has  beai  filed  in  bankruptcy,  in¬ 
solvency,  or  probate  proceedings,  such 
claim  Shan  be  likewise  assigned  to  the 
United  States  at  America.  The  assign- 
mait  shaU  be  in  the  form,  approved  by 
the  Regional  Administrator  of  the  HUD 
Regional  OflDce,  for  the  state  in  which 
the  mortgaged  property  is  located. 

§  2715.40  Payment  of  insurance  bene* 

fits. 

Upon  receipt  of  a  claim  for  Insurance 
benefits  idiieh  meets  the  requirements 
of  S  2715.35  and  the  other  provisions  of 
this  chapter,  the  Secretary  shaU  make 
a  pasnoaent  at  insinance  benefits  in  cash 
to  the  claimant  in  an  amount  equal  to 
the  amount  specified  in  13715.35(e), 
subject  to  the  following  limitation:  the 
aggregate  amoimt  of  Insurance  benefits 
paid  by  the  Secretary  to  any  lender  shall 
not  exceed  40  percent  of  the  aggregate 
amount  advanced  by  such  lender  pur¬ 
suant  to  this  pmii. 

§  2715.45  Adusiniatrativc  reports  and 
cxaminatiasi. 

At  any  time,  the  Secretary  may  call 
upon  an  Insured  lender  for  such  reports 
as  are  deemed  to  be  necessary  in  con¬ 
nection  with  the  regulations  of  this 
chimter  and  may  Inspect  the  books  or 
accounts  of  the  lender  as  they  portaln 
to  the  loans  which  are  coinsured  pur¬ 
suant  to  this  part. 

§  2715.50  Sale,  assignment  and  pledge 
oi  insured  loan. 

(a)  No  lender  may  sell  or  otherwise 
dl^?ose  of  any  insured  loan  except  pur¬ 
suant  to  this  section. 

(b)  An  Insured  loan  may  be  sold  to 
a  lending  institution  eligible  under 
§  2705fi.  Upon  such  sale,  both  the  seller 
and  the  buyer  shaU  notify  the  Secretary 
within  30  days. 

(c)  When  an  Insured  doan  is  sold  to 
another  lending  institution  aHgthiA  un¬ 
der  i  2705A.  the  buyer  shall  thereupon 
succeed  to  all  the  rights  and  become 
bound  by  aU  ttie  obligatioos  of  the  seller 
under  the  contract  of  Insurance  under 
this  part  and  the  sdler  shaU  be  released 
from  its  oMigations  under  the  contract 
of  insurance. 

(d)  An  assignment,  pledge,  or  transfer 
of  an  insured  loan  not  constituting  an 
actual  transfer  of  legal  title,  may  be 
made  by  the  lender  to  another  eligible 
lending  institution,  subject  to  the  fol¬ 
lowing  conditUms: 

(1)  The  assigmor,  pledgor  or  trans¬ 
feror  shaU  remain  the  lender  for  pur¬ 
poses  of  the  contract  of  insurance  under 
this  part. 

(2)  The  Secretary  shaU  have  no  ob¬ 
ligation  to  recognize  or  deal  with  any 
party  other  ttian  that  lender  with  re¬ 
spect  to  the  rights,  benefits  and  obliga- 
tkms  at  the  lender  under  the  contract 
of  Insurance. 

Notice  to  or  approval  of  the  Secretsuy  is 
not  required  in  connection  with  assign¬ 
ments,  pledges,  or  transfers  pursuant  to 
this  subsectl(m. 


PARTS  27.16-2719  [RESERVED] 

PART  2720— DIREGT  LOANS 

Sec. 

vnoj.  Ddagatkm  of  auttmity. 

STaOA  ^>pftkatloii  for  loan. 

2720.10  Transmittal  of  hincis. 

2720J5  Peas. 

2720.20  Servicing. 

2T20M  Default. 

2720A0  Oolleetlon. 

2720 AS  Payment  to  Seereteiy. 

2720.40  Admlnletrattve  nports  and  exami¬ 
nation. 

Authobeit:  See.  108(a).  13  UJAC.  2707, 
8»  Stat.  25«.  Pub.  U  M-60. 

§  2720.1  Ddegation  of  authority. 

A  servicer  or  investor  which  has  a  con¬ 
tract  to  act  as  the  Secretary’s  collection 
agent  pursuant  to  i  2720.10(c)  and  this 
part.  Is  authoriaed  to  accept,  process  and 
approve  awUcatkms  for  direct  loans  un¬ 
der  this  part  in  the  form  specified  in  Ap¬ 
pendix  5.  That  authority  includes  mak¬ 
ing  detmminations  relating  to  the 
eligibUity  of  the  direct  loan,  homeowner, 
and  pn^imiy,  pursuant  to  the  provisions 
of  ttiis  chapter.  Direct  loans,  however, 
may  only  be  made  pursuant  to  this  part 
when  the  investor  cannot  make  an  emer¬ 
gency  loan  under  Part  2715  for  one  of 
the  following  reasons: 

(a)  the  investor  has  a  Uquidlty  prbb- 
lon  and  cannot  obtain  advances  as  au- 
thorted  by  Section  113  of  the  Emer¬ 
gency  Homeowners’  ReUef  Act  or  by  Sec- 
tkm  10.  IQb,  or  11  of  the  Fedml  Home 
Loan  Bank  Act;  or 

<b)  other  good  reason,  as  determined 
by  the  Secretary. 

§  2720.5  Application  f<w  loan. 

The  agreement  to  process  an  iqwlica- 
tkm  for  a  direct  loan  shaU  ocmstitute 
an  acceptance  of  the  lending  Institution 
of  the  reoxmsibiUty  to  act  as  the  collec¬ 
tion  agent  of  the  Secretary  with  respect 
to  that  particular  application.  The  agent 
Rhoii  make  a  loan  on  behalf  of  the  Secre¬ 
tary  on  the  terms  speclfled  in  Part  2710 
if  it  is  satisfied  that  the  application 
meets  aU  of  the  requirements  of  this 
chigiter.  The  agent  shsdl  prepare  a  note, 
loan  agreement,  if  any,  and  mortgage 
in  the  form  qpeeified  in  1 2710.1(a).  The 
agent  shaU  record  the  mortgage  upon 
the  dosing  of  tibe  loan.  The  agent  shsdl 
make  the  first  advance  of  the  loan,  as 
provided  for  In  i  2710.1(e) ,  using  its  own 
funds.  On  Uie  last  day  of  the  month  dur¬ 
ing  wh^  the  loan  is  closed,  the  agent 
shaU  submit  to  the  Secretary  a  copy  of 
the  application  signed  Yxy  the  agent  and 
the  bomeownm*  certifying:  that  the 
agrait,  hmneowner.  and  pnmerty  qualify 
under  Part  2705;  that  drcumstances 
(such  as  tte  volume  of  delinquent  loans 
in  the  InvestmrTi  portfolio  Ukdy  to  re¬ 
main  uncured)  make  H  probable  that 
there  would  be  a  fcareelosure  if  emer¬ 
gency  mortgage  rdlef  were  not  given; 
that  the  homeowner  to  in  need  of  such 
reUef;  that  the  investor  has  indicated 
to  the  homeowner  its  intention  to  fore¬ 
close;  and  that  the  first  advance  of  the 
emergency  loan  has  been  paid  or  credited 
to  the  homeowner’s  account  with  the 
servicer. 
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§  2720.10  Transmittal  of  funds. 

When  the  requirements  of  this  part 
have  been  complied  with,  the  Secretary 
will  transmit  to  the  collection  agent,  pur¬ 
suant  to  the  monthly  accounting  pre¬ 
scribed  in  S  2720.20,  the  emergency  loan 
proceeds  as  long  as  the  agent  has  not 
exceeded  the  lending  authority  alloca¬ 
tion  which  the  Secretary  has  ^ven  the 
agent  pursuant  to  S  2700.10(c) .  When  the 
Investor  is  the  collection  agent,  the 
transmittal  of  funds  imder  this  section 
shall  be  conditioned  upon  the  investor’s 
agreement,  for  a  period  up  to  the  month 
after  the  last  advance  imder  the  emer¬ 
gency  loan,  to  refrain  from  instituting 
foreclosme  proceedings  against  the 
hmneowner  as  long  as  the  amount  de¬ 
linquent  at  the  time  of  the  orlglnatimi 
of  the  emerg^cy  loan,  excluding  inter¬ 
est  thereon,  does  not  increase,  unless  the 
Secretary’s  prior  approval  is  obtained. 
Frmn  the  processing  of  the  application 
imtil  the  satisfaction  of  the  debt  or  the 
final  accounting  pursuant  to  §  2720.35, 
the  Secretary  and  the  collection  agent 
shall  be  boimd  by  the  provisions  of  this 
chapter  with  respect  to  a  particular  di¬ 
rect  loan. 

§  2720.15  Fees. 

The  collection  agent  may  collect  from 
the  homeowner  the  following  fees  or 
charges  in  conjimction  with  providing 
the  emergency  loan: 

(a)  A  charge  to  compensate  the  agent 
for  expenses  Incurred  in  originating  and 
closing  the  emergency  loan,  including 
lureparatlcm  of  a  note,  loan  agre^ent,  if 
any.  and  a  mortgage  In  a  form  satisfac¬ 
tory  for  recordation,  the  total  charge  not 
to  exceed  $25; 

(b)  Actual  amounts  charged  by  state 
or  local  governments  or  government  of¬ 
ficials  for  recording  fees  and  recmdlng 
taxes  or  other  charges  incident  to  mak¬ 
ing  the  loan;  and 

(c)  An  amoxmt  equal  to  the  charge 
specified  in  §  2720.20(d) . 

§  2720.20  Servicing. 

(a)  Servicing  functions  diu±ig  the  pe¬ 
riod  that  the  loan  is  outstanding  shall 
be  performed  by  the  collection  agent. 

(b)  On  the  same  day  each  mftnth, 
while  the  collection  agent  is  servicing 
direct  loans  for  the  Secretary,  the  agent 
shall  submit  a  monthly  accounting  in 
the  form  prescribed  in  Appendix  6  for 
all  of  the  direct  loans  vdiich  it  services. 
The  accoimting  shall  list  the  amount  of 
fimds  which  it  advanced  under  direct 
loans  during  the  previous  calendar 
month.  In  addition,  the  accoxmti^  shall 
list  the  amount  paid  to  the  agent  \mder 
the  direct  loans  serviced  by  ^e  agent 
during  the  previous  calendar  month. 

(c)  If.  pursuant  to  the  monthly  ac¬ 
coimting,  the  fimds  advanced  by  the 
agent  exceeds  the  sum  collected  by  the 
agent,  the  Secretary  shall  remit  the  dlf- 
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ference  to  the  agent,  as  long  as  the  Sec¬ 
retary  finds  the  accounting  in  order.  If, 
pursuant  to  the  monthly  accounting,  the 
sum  collected  by  the  agent  exceeds  the 
funds  advanced  by  the  agent,  the  agent 
shall  remit  the  difference  when  he  sub¬ 
mits  the  monthly  accounting  to  the  Sec¬ 
retary. 

(d)  In  March  of  each  year^  the  agent 
shall  include  in  its  monthly  accounting  a 
charge  payable  by  the  agent  to  the  Sec¬ 
retary  equal  to  one  half  of  1  percent  of 
the  average  outstanding  balance  during 
the  previous  calendar  year  of  ail  of  the 
direct  loans  it  services.  That  charge  shall 
be  Included  in  the  computation  in  para¬ 
graph  (b)  of  the  sum  payable  by  the 
agent  or  the  Secretary,  for  purposes  of 
that  month. 

§  2720.25  Default. 

(a)  If  the  homeowner  fails  to  make 
any  payment  or  to  perform  any  other  ob¬ 
ligation  under  the  mortgage  securing  the 
emergency  loan,  the  homeowner  shall  be 
deemed  to  be  delinquent  on  the  loan. 

(b)  For  purposes  of  this  pmt,  the  date 
of  default  shall  be  the  date  30  days  after 
the  first  day  the  direct  loan  is  delinquent, 
if  the  delinquency  remains  uncorrected. 

(c)  If  after  default  and  prior  to  com¬ 
pletion  of  foreclosme  proceedings,  the 
homeowner  cures  the  default  and  pays 
any  expenses  incurred  in  connection  with 
the  foreclosure  proceedings,  the  loan 
shall  be  deemed  reinstated. 

§  2720.30  Collection. 

(a)  If  a  direct  lotm  is  in  default,  the 
collection  agent  shall  elect  to  (1)  proceed 
against  the  mortgage  securing  the  loan 
or  attempt  to  collect  on  the  note  and 
then  to  make  an  accounting  and  pay¬ 
ment.  as  provided  in  $  2720.35,  to  the 
Secretary,  or  (2)  make  an  accounting 
and  pa3rment  to  the  Secretary  without 
proceeding  against  the  mortgage  or  the 
note. 

(b)  If  at  the  time  of  default  or  at  any 
time  subs^uent  to  the  default,  a  person 
primarily  or  secondarily  liable  for  the 
repayment  of  a  loan  in  a  “person  in  mili¬ 
tary  service,”  as  such  term  is  defined  in 
the  Soldier’s  and  Sailor’s  Civil  Relief  Act 
of  1940,  as  amended,  the  agent  shall  re¬ 
frain  fr(xn  Instituting  foreclosure  pro¬ 
ceedings  against  the  homeowner  while 
he  is  in  the  military  service  and  that 
period  shall  be  excluded  in  computing 
the  time  within  which  an  accounting  and 
payment  are  to  be  made  pursuant  to 
§  2720.35. 

§  2720.35  Payment  to  the  Secr^ry. 

(a)  Before  the  expiration  of  the  pe¬ 
riod  of  90  days  after  the  date  of  default, 
unless  the  collection  agent  proceeds 
against  the  mortgage  in  which  case  be¬ 
fore  the  expiration  of  the  period  of  one 
year  aftw  the  date  of  default,  the  col¬ 
lection  agent  shall  transmit  to  the  Sec¬ 
retary  on  the  last  day  of  the  month:  (1) 


The  complete  credit  and  collection  file 
pertaining  to  the  emergency  loan;  and 

(2)  the  amount  recovered  less  the  sum  of 
(1)  imcoUected  court  costs,  including  fees 
paid  for  issuing,  serving  and  filing  sum¬ 
monses  and  (11)  attorney’s  fees  actually 
paid,  not  exceeding  the  lesser  of  (A)  25 
percent  of  the  amount  collected  by  the 
attorney  on  the  defaulted  note,  or  (B) 

15  percent  of  the  balance  due  on  the 
note. 

(b)  At  the  same  time  the  collection 
agent  makes  the  transmittal  as  provided 
in  paragraph  (a) ,  it  shall  share  the  loss 
on  the  loan  by  making  a  payment  to  the 
Secretary  in  an  amount  equal  to  10  per¬ 
cent  of  the  sum  of  the  following: 

(1)  The  unpaid  amount  of  the  loan  less 
the  amount  recovered; 

(2)  The  uncollected  interest  earned  up 
to  the  date  of  the  full  accounting; 

(3)  Uncollected  court  costs,  including 
fees  paid  for  issuing,  serving  and  filing 
summonses;  and 

(4)  Attorney’s  fees  actually  paid,  not' 
exceeding  the  lesser  of  (1)  25  percent  of 
the  amount  collected  by  the  attorney  on 
the  defaulted  note  or  (11)  15  percent  of 
the  balance  due  on  the  note. 

Accompansdng  that  payment  shall  be  a 
full  accounting  of  the  loan  in  the  form 
specified  in  Appendix  7  and  the  note, 
mortgage  securing  the  loan,  and  any 
judgm^t  takao. 

(c)  Notwithstanding  the  provisions  of 
subsection  (b),  in  the  event  that  the 
aggregate  loss  borne  by  the  Secretary 
reaches  40  percent  of  the  aggregate 
amount  of  the  emergency  loans  origi¬ 
nated  by  the  collection  agent  on  behalf 
of  the  Secretary,  the  collection  agent 
shall  bear  the  burd^  of  any  loss  in 
excess  of  that  40  percent  by  making  an 
appr(H>riate  payment  to  the  Secretary 
within  the  time  period  specified  in  sub¬ 
section  (a). 

§  2720.40  Administrative  reports  and 
examinations. 

The  Secretary  may  at  any  time  call  for 
a  report  from  any  ctdlection  agent  on 
the  delinquency  status  of  the  loans  held 
by  such  agent  on  behalf  of  the  Secretary 
or  call  for  such  reports  as  may  be  deemed 
to  be  necessary  in  connection  with  the 
provisions  of  this  chapter,  or  the  Sec¬ 
retary  may  inspect  the  books  or  accounts 
of  the  collection  agent  as  they  pertain  to 
those  loans. 

PARTS  2721—2724  [RESERVED] 
PART  2725— APPENDICES 

Appendix  1 — ^Application  for  Insurance  or 

direct  loan  authority  allocation — applica¬ 
tion  for  contact. 

Appendix  2 — ^Application  for  insured  loan. 
Appendix  3 — ^Premium  form. 

Appendix  4 — ^Insuranoe  claim  form. 
Appendix  6 — ^Application  for  direct  loan, 
i^pendlx  6 — ^Monthly  accounting  of  direct 

loans. 

Appendix  7 — Direct  loan  final  accounting. 
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Appendix  1 — Application  for  Insurance  or  Direct  Loan  Autroritt  Allocation — ^Application  ior  Contract 

N 

HD  «!•  M.  _  cia  M. 


47699 


f.6.  tiHItMiit  •(  ud  VKbtA  OmlofWQir  mu  •t  AfvllcAtUiit , 

SMr««My  SoMMMtt*  m  RwllcAiiM  r«e  ntftrtnc#  9 

XM«r*iic«  oirM  hum  AiiUiorlty  AU«e«U««* 

•  «pplic«ti09  sor  concracp 


AMUftt  Pt  AlleCAtieii  Reqv«*U4^  9 


Tot>L  Woft^Aqy  KaU  hf  ll»rta— eyV 


CtMck  RMi  t  I  SnturAMc  •vtterlty  iMter  U  CPR«  Hrt  R71S* 

I  )  RlrvcL  LoM  RMUiocIty  RMtaC  Zi  CTR#  37S6* 


m  OITtCIAI.  vn  PIILT 
Rt  RLlocALloii  Approvtdf  f  ^ 


JbtkorVtea  by 


iw  »ettf6!l6  ^Icfc  ta  d»U— tnt^ 
3  Months  or  Mora 


Hortqaot  le>n<  for  yMeli  U  fqyf  V 

l6<wa  Held  in  n»m% 


JtM  tot  9.S,  DepArteent  of  Rooting  t  Orbtn  Dttolojxtont 
Pooa 

4SL  6€vent)i  Stro«t«  S.  V. 

4ftthiA9ton«  Od  C*  2M14 


Lftjnt  tiot  WeH  In  llaoUcti>t*t  Wt— 


/  loci«o«¥  oli  Kortgtgo  io«f>t  teU  irtMthoc  tervicco  or  not*  — — n  i  ,,  .  ,  ,  .  , 

/  fRo  rtguott  for  on  ollocotloa  Mst  bo  to  foM  coapUaMO  vttli  R4  CPR«  toetioii  STIO* 

Oft  for  tho  porpotet  of  thio  foni«  oortgogo  Loan  aoono  ooly  tbooo  loona  at  4ofi»o4  In  24  CPR,  Roctloa  R700.S _ 

An  application  for  an  Incuranea  authority  allocation  olmll 
constitute  an  application  for  a  contract  of  iitcurunco  purcuunt 
to  24  CPR,  Part  2713.  An  allocation  of  Inourance  authority  shall 
constitute  acceptance  hy  the  Secretary  of  the  applicant’s 
application  for  a  contract  Of  Insurance,  the  terms  of  Mhlch  are 
embodied  In  24  CPR,  Chapter  ZV* 

An  application  for  direct  loan  authority  allocation  shall  constitute 
an  application  for  u  contract  to  act  as  the  Socretary'a  collection 
agent  pursuant  to  24  CPU,  Part  2720,  An  allocation  of  direct  loan 
authority  shall  constitute  acceptance  by  the  ijecretary  of  the 
applicant's  application  for  a  contract  to  act  as  the  Secretary's 
collection  agent,  the  terms  of  which  are  embodied  in  24  C^, 

^  Chapter  XV.  _ 

HrrUCMn't  CmiriCATlOMi  TIm  iin4eril«iM4  .Hlloat  nttlllM  tlut  ta  Um  U.t  ot  fcll  kaowItDlt  tU  (UttMItU  U  Me 
•PI^IU«Uoi»  art  LrtMp  corctet  «na  «oi^Uit» 

tignAtorVyitU  cf  Affliftt _ >Af _ 

rUASt  MCLQSt  A  SCtP  AUMISSCD  fVEbORS  VITM  TIX8  AFrUCRTSOM  rom 
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Apfendix  2 — Application  for  Insured  Loan 


EMERGENCY  HOMEOWNERS'  RELIEF  ACT 
APPLICATION  FOR  INSURED  LOAN 


iSame  and  c/  Mwrl^s^eti 


AiiiitiiitinM: 


Dale  of  AUoco* 

tinn  Annrnfnt: 


Mortgagee  Kef- 
aranrr  /Viimberr 


1  Acme  ead  Addreu  oj  llomroufncr  JUtju-  tt'ng  lietief  (t):  I 

HOMEOWNER’S  INCOME  ft  ASSETS  PROPILE  (S)t  | 

Avferage  grou  monthly  income  during 
24-month  period  prior  to  temporary  loss 
of  eruploynicnt  or  underemployment 

s 

Average  gross  monthly  income  during 
period  of  delinQiiencv 

$ 

Momtkfy  mortgage  payment  (?rm» 
eipal,  inlerettf  taxese  ground  renUg 
hazard  msumnee  and  mortgage  in* 

iM«rartee  nr.-.'n-u.'ni/ 

s 

ilomeowner*s  total  assets  (excluding 
equity  in  princifial  residence^  household 
furniture^  equipment  used  in  trader 
elothidig  a$sd eulomohilet) 

* 

Total  oufifandm^  principal  halanee 
of  all  liens  on  the  property 

EMERGENCY  LOAN  INFORMATION  (3>:  ) 

$ 

Dale  of  tnilisl  disbursement 
of  pnncipo/  emouRt 

Amount  of  interest  in  arrears 

$ 

Amount  of  initM 

Total  amount  in  arrean 

disbursement 

$ 

$ 

Amount  of  subsequent  monthly 

Mumber  of  months 

cfr.cigcFscy  loan  disbursements 

$ 

DelinQuent 

Total  amount  of 

Date  of  Notice  to 

i  emergency  loan 

s 

F orrcloae  " 

\  Mortgogee*s  insurance  authority 
allocation  (in  (hou.^7nfii^ 

Type  of  Mortgage  in  Default  (Chock  otse): 

$ 

□  First  Mortgage  D  Other  (Specify) 

Total  intiired  loons  mode  to  date  (include 
total  amount  of  emergency  loan  listed  ' 
above - in  thousands) 

$ 

NOTESt  (1)  The  homeowner  must  meet  all  eligibility  require* 
ments  contained  in  34  CFR,  Section  2705.10, 

(2)  Homeowner's  income  as  defined  m 

84  CFR,  ScctkNi  2700.50)- 

(3)  The  emergency  loan  must  comply  witb  all  re* 
quiremenu  in  24  CFR,  Part  2710. 

j  SEND  TO: 

1  U.  S.  Department  of  Housing  and  Urban  Development 

g  Room 

i  451  Seventh  Street,  S.  W. 

1  Washington,  D.  C.  20410 

WARNING 

SectioD  IMl  of  the  U.  S.  Criminal  Code  (18  U.S.C.)  provide!  in  part:. .  "IFhoeiier,  in  any  manner  wUhin  the  juruJlction  of  any  da- 
pirlmeni of  the  United  Slalei  knowingly  and  willfully ...  makei  any  false  ...or  fraudulent  statements  or  representations .  •  • 
shall  be  fined  not  more  than  $10,000  or  imprisoned  not  more  than  S  years,  or  both." 


HOMEOWNER'S  CERTIFICATION 

The  undersigned  homeowner  certifies  that  to  the  best  of  his  knowledge  all  statements  in  this  application  and  in  all  supporting  docu¬ 
ments  are  true,  correct  and  complete.  Furthermore,  the  homeowner  certifies  that  circumstances  make  it  probable  that  there  will  be  « 
foreclosure  and  that  Ike  homeowner  is  in  need  of  emergency  mortgage  relief.  The  undersigned  homeowner  also  certifies  that  he  is  finan¬ 
cially  un«6k  to  make  full  mortgage  payments  because  of  a  substantial  reduction  in  income  resulting  from  involunlaty  unemployment 
or  underemployment  due  to  adserse  economic  conditions. 


Signature  of  Homeowner 


Alta 


MORTGAGEE'S  CERTIFICATION 
The  undersigned  mortgagee  cer^iet  that  la  the  best  e>f  his  knowledge  all  statements  in  this  appliration  and  in  aB  supporting  doeumenia 
are  true,  eorreet  and  eompitle,  Furtkirme-r,  the  undersigned  mortgagee  certifies  that  the  aboee  homcoieuar  is  fully  stualified  far  stn 
emergency  loan  under  ■Chapter  XT,  *4  CFR,  and  that  the  homeowner  has  a  reasonable  prospect  of  beingnbk  la  make  the  adjusimrnia 

necessary  for  a  full  resnruiti,-*  of  his  mortgage  payments.  The  undersigned  mortgagee  also  certifies  that  it  has  determined  on _ _ 

,  „___thattf  the  emergency  loan  had  not  been  granted  the  lender  would  have  foreclosed,  ^ 


SignatuitJTillr  of  klurigagra  , 


iMe 


9(OTK)  Tb*  mortMi 


la*  My  wnfb  HorumtanU  ti 


In  lb*  (il«  Iwt  MlNNbibwi  i»  iiWU  witb  dijrpi*4t  o«  tfw  itMawW  iuM. 


th«  Inlunnatliia  rfH»wN«i|  |bto  fofw.  SncIi  wvib  ^bcwiNMla  AtmM  b* 
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Afpxndix  8 — ^Premium  F(»ic 


47701 


V.  S.  DEPARTSJT  0?  Ka'SES  AIH)  Vmit  DETELORffiff 
Orrice  of  Finance  and  Aecountin; 

BtaiCE:^  hc!G[:w;;e3'S  hdktgaoe  vslitf  waii  frocram 

COKFUTATICII  OP  FEIZ-Xvni  DUS  KUD 


LDcolniured  lean  EHoireci  J.eaii 


1*  Name  and  addrese  of  lender  or 

2*  Identification  Ntcdber 

collection  agent 

1  1  1  M  1  rn 

1  m 

L _ 

3*  Annual  Preniuia  Period 

Month-  #  1 

Month  #  12 

;«  Total  AnouTit  of  Loan  Principal  Outstanding  Sr.d  of  Each  Konth  Of  the  Prerdun  Perlodt 


1 

2 

3 

$ 

$ 

♦ 

.  $ 

6 

7 

8 

1  '  \ 

U  1 

$ 

$ 

t 

9 

10 

11 

12 

1 

1* 

It _ 

1 

«  1 

$t  Annual  Freniur.  Cor^tation 

A«  Total  loan-T-Sonths  Principal  Outstanding 

(Total  Flocks  1  thru  12}  $ 

B*  Arerage  loans  0>atstanding 
(Line  A  t*  12} 

C.  Prenivn  Due 

(Line  B  x  .00$}  $ 


6.  CERTIFICATIDH:  The  undersicaed  hereb/  certifies  that  the  anomts  listed  sbOTS 
conprisa  the  conplete  basis  for  the  conputation  of  the  annual  prailveas  due  for 
the  loans  insured  by  KUD  or  emergency  Kortgage  relief  payaents  serriced  ^  tiM 
collection  agent,  and  the  .donation  ^icm  herein  It  true  and  correct 
to  the  best  of  ms  knovlcdge  and  belief* 


Date  Slrwture  and  Title  of  Official  of  Lender  or 

Collection  Agent 


FEDERAL  REGISTER.  VOL  40,  NO.  1 97— THURSDAY,  OaOBER  9,  1975 


47702 


PtOPOSED  RULES 


ArvcHMX  4 — ^Insusakcx  Claim  Form 


V*  t.  SEPARTMENI  OP  BOaSIMC  AMD  URBAN  DEVEU>FMENT 
Office  of  Flaanee  and  Accounting 

tBHDOl'S  CEmFICAnaM  OV  GUIM  PDR  UIMIUCGD  COINSUBEO  QSaSENCf  KOKEOHNEIt's. 
KSXGACI  BELIE?  LOAN 


!•  Lender's  Name,  Address  end  Zip  Code 

2.  Claim  Amount 
$ 

3.  Claim  Date 

■ 

j4.  Date  of  Default 

5.  Date  of  Forecloaun 

Lender's  Identification  Mvid>er 

6.  Date  of  Military  Service  (if  applicable 

_ under  Section  2nS.35(ell  _ 

7.  HDD  USE  ONLY 

Claim  Nm:ber 

-JUTTi  1  ~n 

••  Property  Loeetloa 

9.  Homeowner's  Name  and  Addreae 

X0»  CoepMtatioa  of  Clais  Aeouats 

a»  Unpaid  Loan  Principal  Balance 


h,  Uacollected  Interest  to  Date  of  Claln  _ 

✓ 

c.  Sub  of  Principal  and  Interest  Due  (a  •  b)  _ 

d.  Less:  Recoveries  _ 

e.  Met  Loan  Balance  Due  (c  •  d) 
t.  Court  Cost 

g.  Attorney's  Pees  -  ^ 

h.  Recording  Expenses  (not  to  exceed  $25) 

1.  Total  Expenses  (f  4  g  4  b) 

J.  Total  Losses  on  Loan  (e  +  1) 
fc.  90t  of  Losses  on  Loan  (.9  x  J) 

1.  Aggregate  Insurance  Benefits  Received  to  Date 
a.  40t  of  Aggregate  Amount  of  Loans  Made  pursuant  to 
24  CFR,  Part  2715 

n.  Clala  amount  (the  lesser  of  k  and  (a  •  k  •  1)) 


$ 


VARMIII6 

Section  1001  of  the  V.S.  Criminal  Code  (IS  U.S.C.)  provides  in  pert:  *\nio«ver»  in  a^ 
ssatter  vlthln  the  jnrlsdlction  of  any  department  of  the  United  States  knovingly 
end  willfully  •••  vaikes  any  false  ...  or  fraudulent  statcxMnts  or  representations  ••• 
shall  be  fined  not  more  than  $10(000  or  la^rlsoned  not  won  than  5  ywsa  or  both.* 


CERXIFICAIION:  Ibe  tmderslgned  hereby  certifies  that  the  aaunnts  listed  above  coaprisa 
the  complete  basis  ot  the  claim  on  the  Insured  loan  for  tbs  property  end  laortgagor 
identified  above  (  and  the  information  shown  herein  is  true  and  correct  and  is  documented 
to  the  extent  requixad  in  the  credit  and  collection  fils  transmitted  ter^tb. 

Date  Signature  and  Title  of 

Official  of  Lender  ~ 


KDflMi  amnn.  voi.  no.  .197— Thursday,  octqbcr  9.  1975 


/ 


PtOPOSGD  ftmcs 


4r70S 


[Reserved.] 


Arrwmtt  AmiCATioN  fok  Dbisct  Loan 


Wmm  nJAiJreu  of 


litiratinm 


iMorljn/trc  Ref- 


[crcnf* 

HOMKOWNER'S  INCOME  t  ASSETS  fROFILE  (2>; 
Avtnge  grou  monthly  incomt  ^uriitg 

•/ employment  of  underemploymeni'  ( 


period  of  deUngaency 


llomeowner't  total  atseU  (excluding 


equity  u  principal  reaideaee,  kousehold 
fumHart,  equipment  used  m  trade, 
tIoUuag  and  aalomoiSet) 


Date  of  I'nilHl  diibursement 


of  principal  cmnuiit 


Amount  of  iniM 


dahursemenl 


Total  amount  of 


allocation  (in  thoiuandtl 


Total  direct  loam  made'  to  date  (include 
dotal  ameunl  of  emergency  loan  taind 
iaihaiaoadtj 


SEND  TO: 

V.  S.  Dafvtmciit  at  Heulag  and  UHMa]M*dopMenl 
Room 

4S1  Semith  SkMl,  S.  W. 

Wuhingtoa,  D.  U  30410 


WARNINQ 

Section  1001  ol  the  V.S.  Ctimiaal  Code  (II  U.S.C.)  provide*  in  put: .  ■ .  “n'kocrer,  in  any  manner  williil  lie  jurudicHcm  cf  any  dt* 
partment ,,,  of  tie  United  Staler  knoiringly  and  willfully .  ■ .  maker  any  falte ...  or  fraudulent  rtatemenU  or  reprerentatiom .  •  • 
eftdf  ttjined  not  more  titan  $10,000 erimpraaaed  not  more  Ikon  5 yean,  or  Ootk." 


HOMBeWMEk»  CERTIFICATION 

The  nnJertlgned  homeowner  eerllftet  that  lo  the  keel  of  kii  knowledge  all rtatemenlr  in  thu  opplkolianmdintjlnupporling  J«c«. 
menu  are  true,  coertel  and  complete.  Furthermore,  the  homeowner  certifier  that  eircumrtnneer  make  itprokakle  that  there  taillkan 
fmeeleamewmhAntliekomeoeeimtllnneedof  emergency  mortgage  rtluf.  The  undtrrigned  homeowner alro  certifier  that  to  ii  fmaih 
dally  unaUe  lo  make  full  mortgege  poymentr  beeaute  of  a  rukrlantial  rtduelieu  In  income  rerutling  from  Ineolunlary  unemployment 
or  underemploymenldnetoedoerrenoenonde  eonddkia,  llrut  Ui  mortgage  pnyauttU  arced  leaet  three  W  moiriks  in  arrettrt,  tkattk* 
eurrent  odiic  of  kb  axtelt  (exduding'eqnlty  In  kb  principal  rteiienee,  kousehold  furniture,  equipment  uted  in  trade,  clothing  and 
Milmolikil  doer  not  exceed dStOOO end  that  ke  but  not  lecrived another  emergency  loan  under  the  Emergency  Honteownere' 


Signature  of  Homeowner 


MORTOACCEY  CERTIFICATION 

The  nndtttqmed  merfgegee  certiflaa  tkal  lo  the  keel  of  kb  taoateifiir  oB  rtatemenlr  in  tkb  application  and  in  eit  rupporting  doenmenta 
are  true,  correct  and  complete  Furthermore,  tie  andertigned  martga/ree  eerlijiet  that  the  akore  homeowner  b  fatty  qualified  for  on 
emeigeaejrhmienadH'OiaplerXK  §fCFK,owd4iqfdbnbomaoiimerkaio  matamkh  proapoetofhamgoUe  to  titake  timodiostareala 
ntffmgr/oro  JM(o— pNtal  Wf  Mt  nirtoiN  povotwlii  The  mrdeerigned  mortgagee  aba  rtreifim  ikot  M  bad  determined  on 
-M— df  meqfM  ty  mor^iy  teoo  ted  a  at  beta  graaied  tie  lender  rataldkaaafaredoted,  *-• 


Sqmalurr/Tille  of  Uurigagee 


j  tm  MiptHtfl  the>  tnriMiftallrMi  ^hpwu  o«  tirt*  fexm.  w«*ili  ddott 

1>  wiili  imal  accouhIIhs  iwIn  In  coimh^IKin  wtUi  ilM  flMrvri 


Monthly  mortgage  payment  (pria* 
,eipal,  interert,  laxii,grwund renlr, 
haiard  insurance  and  morigaga 
insurance  prtmiunu) 

9 

Total  outstanding  principal  kalanee 
of  off  Bent  on  the  properly 

$ 

ilmonat  of  interext  bt  arreart 

< 

Total  afflonnl  in  arreart 

* 

delmautnt 

8jf  to 

Type  qf  Mortgage  in  Defmtit  ((keek  one): 

OFirrt  Mortgage  D  Other  f^pacify) 

’  NOTES;  (1)  The  homeowner  murt  meet  ail  eligibility  require* 
raarata  contained  in  S4  CFR,  Sectima  »MaO. 

(I)  Homeowner'a  income  aa  denned  in 

S4  CFR.  Section  2700.S(j>. 

.  (I)  The  emergency  loan  mutt  comply  with  aR  requiro- 

ments  in  24  CFR,  Part  FIIO. 
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PROPOSED  RULES 

Appekdix  6 — ^Monthly  Accottnting  fob  Dibect  Loans 


IT,  S.  DEPARTISIT  OP  IJCOCE.’O  A'®  UOTAN'  DETSOPJGIX 
Office  of  Finance  and  AccountinR 
CERTIFICAna.*  A*3  VJ^rzZ?  POP.  SLTTLSSIT  OP  DL»JvCT  WUt  ACCGUl.T 
_E^ECTKc^‘v.-;;r2»'s  .'ro-rra/.os  r?2.ie?  ijcat  fhcgha:-! 


Collection  agent's  name  and 
address  (including  zip  code) 


3*  For  i-2onth  Bnding 


2,  Identification  liuntier 


rri  T'n  cm  m 


4.tiuinbcr  of 
(Direct  Loans 
Serviced 


Accrued  Interosu 
(Mar*  I  June^  Sept* 
it  Dec*  reports  on!/) 


Anal/sis  of  Direct  Loan  Principal  Account 
A*  Direct  loan  IVincipal  Balance  Beginning  of  ISonth 

B*  Direct  Loan  Disbursements  during  the  month 
C*  Subtotal 

P.  f 

(2)  Transfers  During  Ibnth.af  Accountabilit/ 
Xor  Loans  •(Pi'incipal  Amount  only)  , 

E*  Direct  Loan  Principal  Balance  Zhd  of  H>nth 


7m  Cocfputation  of  Balances 

A*  Vet  Principal  Collections  and  Disburecnents 

(1 }  If  in  Block  6  Line  B  is  greater  than  Line  D  (l ) 

(2)  If  in  Block  6  Line  D  (1 )  is  greater  than  Line  B 

B*  Doe  HDD  for  Aswaal  Preniuns 

(if  applicable  attach  Form  HDD..__) 

C*  Xaterest  Included  In  Repeynents 

D,  Totals 

E,  1*  Anount  Due  HDD  (if  Column  1.  is  greater) 

2*  Agent  (If  column 


Aiwunt  Due 

WI)  (1)  Col*  Agent 


(2) 


t. 


WAP.NIN’3 

Section  1001  o£  the  U«S*  Criminal  Code  (18  U.S.C.)  provides  in  part: 
"Uhoevert  in  any  matter  within  the  jurisdiction  of  any  department  •*•  of 
the  United  States  knowingly  and  willfully  ***  makes  any  false  ***  or 
fraudulent  statements  or  representations  *•*  shall  be  fined  not  more  than 
$10,000  or  imprisoned  not  more  than  5  years,  or  both." 


8*  CEkTZFZCATIOH:  The  undersigned  hereby  certifies  that  the  amounts  listed  aboms 
eonpriso  the  conpleto  basis  of  the  nenthly  settlement  on  the  direct  loans 
ecrrlced  ^  the  ‘collection  agent,  the  infoxmation  tbom  herein  As 
true  and  con'cct  and  is  document^  as  required* 


Date 


Signature  and  Title  of  Official  of  Collection  Agent 
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Appendix  7 — ^Direct  Loan  Final  AccornmNO 


0.  s.  r2r/j>rG.T  CF  jia*=rr:  /us  irinw  tr/aons:.-: 

Office  of  Flrcnce  arjl  Acsountlri? 

SRAJcn?.  0?  Accar.-L?j!iLrrr  fcr  c— aultso  tipsct  xcta 

WDCCOT  KCJODW^St'S  fC/HiCAOS  jg-Ig  JOATJ  f^CSAS 


*•  Collection  Agent's  na.T«,  address 
and  zip  code 

2,  Oricinal  A-£u.nt  of 
Loan 

3.  rLT)  USB  C:a,X 

Transfer  lie. 

h.  Date  of  Default 

5.  Date  of  Foreclosure 

Collection  Agent's  Identification 
Number 

m  .i  1 1  cm  m 

6,  Dates  of  Rilltar-/  Service  (if  arpHeatle 
vndcr  Section  2730. >>(b} 

7,  Booeouier's  I^ane,  Address  and  Zip  Coda 

4,  Property  Location 

1.  Unpuld  Principal  Bala.nee  et  Tine 
®f  Final  Accounting  . 

10.  Uncollected  Interest  Lamed  to  Date 

11 •  Final  Acccuntln; 

A«  BecoTc^es  of  Unpaid  loan  Bolaneo 

l«a9:(l)  Uncollected  Court  Costs  $, 


(2)  Attorney's  Fees  •  Lesser  of* 

fa)  25X  of  araur.t  collected  hr  attorney 
&>)  ISC  of  Block  9 

C.  Subtotal  (enter  0  if  less  than  0) 

Di  Addi 

(1)  Unpaid  Principal  Balance  (Block  9) 

(2)  tbieoUected  Interest  to  Bata 

0)  Uncollected  Court  Costs 

__  Qt)  Attorney's  Fees  «  Lesser  of 
*“  fa)  25?  of  a-omt  collected  by  attorney" 

(b)  15?  of  Block  9 


E.  Subtotal  2 

Lesst  Xecanarles  of  Unpaid  loan  Balance 

Vet  Loss  on  Loan  4i 


H.  ICZ  Of  line  S 


I«  Aggregate. losses  borne  by  RUO  In  connection  with 
transfer  of  sccountsblllty  for  direct  loans  by 
collection  agent 

J.  40Z  of  Aggregate  Anount  of  Direct  Loans  Made  by 

.Collection  Agent  ‘  ________ 

K.  Collection  Agent's  Share  of  Loss  (the  greater  of  line 

U  and  (line  I  +  90Z  of  line  C  -  line  J))  _ 

L.  Final  Settleoent  Amount  due  HUD  (ling  Q  4.  line  K)  S 

WARNING 

Section  1001  of  the  C.S.  Crlalnal  Code  (18  L'.S.C. )  provides  in  partt 
"Whoever,  In  any  matter  within  the  Jurisdiction  ot  any  department  •••  of  the 
United  States  knowingly  and  willfully  makes  any  false  or  fraudulent 
statements  or  representations  ...  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  5  years,  or  both." 


12*  Certification*  The  undersigned  hereby  certifies  that  the  aaounts  listed  above 
ccnprlse  the  complete  basis  of  the  final  settlement  on  the  direct  lean  for 
tho  property  and  nortcagor  identified  above,  and  the  IrJomatien  shetn  herein 
la  true  and  correct  and  Is  dacurxntcd  to  tho  extent  required  in  tho  credit 
and  colloctlon  fUo  tranmUttod  herewith. 


Deto  Slpwtaro  and  Titla  of  Official  of  Collection  Agent 


PARTS  2726—2799  [RESERVED] 

It  Is  hereby  certified  that  the  economic 
and  infiationary  impacts  of  this  proposed 
regulation  have  been  carefully  evaluated 
in  accordance  with  OMB  Cfircular  A-107. 

FcDERAL  REGISTER,  VOL.  40,  NO. 


Issued  at  Waahlngt<Hi,  D.C..  October  1, 
1975. 

Carla  A.  Hills, 
Secretary  of  Housing 
and  Urban  Development. 
[FB  D00.7S-26878  FUed  10-8-76:8:46  am) 
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47706  NOTICES 


DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 
Office  of  the  Secretary 

[Docket  No.  N-7S-t40] 

EMERGENCY  HOMEOWNERS'  RELIEF 

Description  of  Standard  To  Determine 
When  To  Activate  Standby  Authority 

This  notice,  which  Is  being  published 
•  concurrently  with  the  proix>sed  regula¬ 
tions  on  the  Emergency  Homeowners’ 
Itellef  Program,  contains  a  detailed  ex¬ 
planation  of  the  composite  delinquency 
index  used  to  determine  when  the  stand¬ 
by  authority  should  be  implemented.  The 
following  description  was  incorporated  as 
Appendix  B  In  the  Department's  First 
Report  to  Congress  on  the  Emergency 
Homeowners’  Relief  Act,  submitted  Au¬ 
gust  29, 1975. 

Description  of  a  Standard  to  Determink 
When  to  Activate  the  Standby  Author¬ 
ity  OF  Title  I,  Emergency  Housing  Act  or 
1975. 

This  Appendix  describee  the  standard 
which  has  been  develc^d  to  determine  when 
an  emergency  situation  exists  which  would 
Justify  activating  the  Emergency  Home 
Mortgage  Belief  Program,  Title  I  of  the  Emer¬ 
gency  Housing  Act  of  1976. 

The  standard  baa  two  important  charac¬ 
teristics: 

1.  It  is  a  quarterly  weighted  index  of  home 
mortgage  delinquencies  and  foreclosures, 
compUed  from  presently  collected  and  read¬ 
ily  available  data. 

2.  It  is  designed  on  a  national  basis. 

Each  of  these  attributes  wUl  be  explained 

more  fully  in  turn. 

1.  CONSTRUCTION  OP  A  DELINQUENCY/ 
FORECLOSURE  INDEX 

A.  Introduction. 

There  is  no  single  source  of  national,  com¬ 
prehensive  delinquency  and  foreclosmre  data. 
ITuree  government  agencies  and  four  private 
trade  associations  ooUect  delinquency  and 
foreclosm«  data  which  are  potentially  useful 
In  responding  to  Section  111  of  the  Emer¬ 
gency  Housing  Act  of  1975  and  in  designing 
an  index  to  determine  when  to  activate  the 
standby  authority  of  Title  I.  The  sources  of 
data  are:  The  Department  of  Housing  and 
Urban  Development,  the  Veterans  Adminis¬ 
tration,  and  the  Federal  Home  Loan  Bank 
Board;  and  the  Mortg^e  Bankers  Associa¬ 
tion  of  America,  the  American  Life  Insur¬ 
ance  Association,  the  National  Association 
of  Mutual  Savings  Banks,  and  the  UjS. 
League  of  Savings  Associations. 

Inasmuch  as  the  respective  surveys  are  in¬ 
tended  to  serve  the  needs  of  the  collection 
agency  or  association  rather  than  a  common 
objective,  they  differ  somewhat  in  the 
deffnitlons  employed,  the  kinds  of  informa¬ 
tion  compiled,  or  the  frequency  of  the  re¬ 
spective  surveys.  In  addition,  there  is  some 
overlapping,  with  a  number  of  financial  in¬ 
stitutions  that  hold  mortgage  loans  report¬ 
ing  in  two  or  more  surveys  on  the  same 
types  of  data. 

Bearing  in  mind  the  difficulties  that  are 
likely  to  be  encoimtered,  this  paper  describes 
the  process  of  combining  a  number  of  the  in¬ 
dividual  data  series  into  a  composite  series 
that  provides  an  overall  picture  of  delln- 
cuencles  of  loans  on  1-4  family  homes.  By 
definition,  delinquencies  include  locms  in 
foreclosure  and  each  of  the  statistical  series 
on  delinquencies  take  foreclosures  into  ac¬ 
count.  As  described  later  in  this  Appendix, 
delinquency  statistics  provide  a  good  leading 
Indicator  of  prospective  foreclosures.  For  this 


reason,  and  because  of  the  limited  statistics 
on  loans  in  foreclosure,  there  is  no  compar¬ 
able  effort  to  develop  a  composite  series  on 
loans  in  foreclosure. 

The  remainder  of  this  section  is  divided 
into  four  subsections.  Subsection  B  describes 
the  existing  statistics  of  loan  delinquencies 
and  foreclosures  compiled  by  the  aforemen¬ 
tioned  federal  agencies  and  private  trade  as¬ 
sociations.  Subsection  C  compares  the  de¬ 
linquencies  of  60  days  or  more  reported  by 
the  respective  agency  or  associations  for 
FHA-lnsured,  VA-guaranteed  and  conven¬ 
tional  home  loans.  Subsection  D  describes 
the  means  fqr  combining  the  individual 
series  and  Subsection  E  shows  the  consolida¬ 
tion  results. 

B.  Description  of  Existing  Data  Series. 

1.  Veterans  Administration.  Since  1948  the 
Veterans  Administration  has  compiled 
monthly  statistics  on  the  number  of  VA- 
guaranteed  home  loans  for  which  there  are 
“defaults  pending”  and  “claims  pending”. 
The  first  classification  is  a  reasonable  ap¬ 
proximation  of  loans  that  are  delinquent  60 
days  or  more,  since  the  term  “defaults  pend¬ 
ing”  is  defined  as  having  missed  at  least  two 
monthly  payments.  The  second  classification 
approximates  loans  in  foreclosure.  The  sum 
of  “defaults  pending”  plus  “claims  pending” 
provides  a  measure  of  total  loans  that  are 
delinquent  60  days  or  more. 

This  combined  figure  can  be  related  to  total 
VA-guaranteed  home  loans  outstanding  to 
obtain  a  delinquency  rate.  The  Veterans  Ad¬ 
ministration  estimates  quarterly  total  VA- 
guaranteed  home  loans  outstanding  by  sub¬ 
tracting  from  the  total  number  of  VA  loans 
closed,  the  number  that  have  been  paid  in 
full  and  the  number  for  which  claims  have 
been  paid.  All  of  these  figures  are  cumula¬ 
tive  data  since  Inception  of  the  VA  home 
loan  guarantee  program  in  the  mid  1940’s. 
These  VA  statistics  are  available  within  3-4 
weeks  after  the  report  month.  The  data  could 
be  broken  down  by  VA  field  station. 

We  believe  that  the  statistics  on  loan 
delinquencies  and  foreclosures  of  VA-guar- 
anteed  home  loans  that  are  compiled  by  the 
Veterans  Administration  would  appear  to  be 
of  the  type  that  are  needed  in  order  to  re¬ 
spond  to  the  Congressional  request. 

2.  Mortgage  Bankers  Association  of  Amer¬ 
ica.  The  MBA  conducts  a  quarterly  national 
delinquency  survey  covering  over  7.1  million 
mortgage  loans  on  1-4  family  residential 
properties.  The  surveys  compile  Information 
on  the  number  of  loans  that  are  delinquent 
one  month,  two  months,  and  3  or  more 
months  and  also  loans  that  are  in  foreclosure, 
as  of  the  end  of  a  quarter,  and  the  number 
of  loans  placed  in  foreclosure  during  the 
quarter.  The  statistics  distinguish  VA-guar- 
anteed,  FHA-insured,  and  conventional  loans. 
FHA-insured  235  and  237  loans  are  also  re¬ 
ported  separately  from  all  other  FHA-lnsured 
loans.  All  of  the  MBA  satlstlcs  are  broken 
down  by  state.  The  survey  results  are  avail¬ 
able  in  about  12  weeks  after  the  report  date. 

The  MBA  surveys  on  loan  delinquencies 
began  in  September  1953,  and  in  December 
1961,  a  breakdown  of  loans  in  foreclosure 
was  instituted.  In  December  1972,  the  sur¬ 
veys  were  substantially  expanded  to  provide 
statistics  by  states  and  to  add  Information  on 
loans  placed  into  foreclosure  during  the  quar¬ 
ter.  Moreover,  the  survey  sample  was  in¬ 
creased  from  400  to  1,300  financial  institu¬ 
tions,  but  responses  are  received  from  about 
770  institutions — a  response  rate  of  59  per¬ 
cent.  About  400  of  these  are  mortgage  com¬ 
panies  and  the  remainder  are  a  mixture  of 
commercial  banks,  mutual  savings  banks, 
savings  and  loan  associations  and  life  insur¬ 
ance  companies. 

As  of  October  1,  1974,  according  to  the 
Census  Bureau,  there  were  approximately  51.3 
million  single  family  homes  and  another  9.5 
million  dwellings  located  in  structures  with 


2-4  family  imits.  It  is  estimated  that  there 
are  id>out  34  million  mortgage  locms  on 
^ese  1-4  family  homes  so  that  the  MBA 
survey  covers  about  20  percent  of  these  loans. 

In  dollar  terms,  as  of  March  31,  1976,  the 
MBA  surveys  covered  868  billion  of  debt,  or 
about  23  percent  of  total  mortgage  loans  on 
1-4  family  homes  then  outstanding. 

The  MBA  survey  suffers  from  three  de¬ 
ficiencies.  First,  they  are  heavily  weighted 
with  FHA  and  VA  locms,  which  together  ac¬ 
count  for  75  percent  of  the  loans  covered  by 
the  MBA  surveys.  In.  contrast,  FHA  and  VA 
loans  constitute  only  29  percent  of  total 
mortgage  loans  outstanding  on  1-4  family 
homes,  as  of  March  31, 1975. 

Second,  the  MBA  surveys  have  ah  inherent 
bias  that  shows  FHA  and  VA  loans  in  an 
unfavorable  light.  This  is  due  to  the  fact  that 
the  mortgage  companies,  who  account  for 
most  of  the  survey  respondents,  necesscurlly 
make  better  conventional  locms  since  they 
have  to  sell  these  loans  in  the  secondary 
market  solely  on  the  basis  of  quality  without 
a  backup  by  FHA  or  VA.  This  Is  Illustrated 
by  MBA’s  own  comparison  of  its  survey  re¬ 
sults  with  those  obtained  via  siurveys  con¬ 
ducted  by  the  UB.  League  of  Savings  Asso¬ 
ciations  and  NAMSB.  The  comparison  finds 
that  MBA  delinquency  rates  are  higher  than 
those  of  the  other  surveys  for  FHA  and  VA 
locms,  but  lower  than  the  other  surveys  for 
conventional  locms. 

Third,  the  loans  covered  by  the  MBA  sur¬ 
veys  cure  concentrated  in  States  where  there  is 
heavy  mortgage  banking  activity  (Southeast, 
Southwest  cmd  Feur  West  sections  of  the  UB.) . 
This  geographic  pattern  differs  from  the  geo¬ 
graphic  distribution  of  1-4  fcunily  homes  and 
presumably  outstanding  mortgage  locms. 

3.  American  Life  Insurance  Association. 
The  most  comprehensive  statistics  on  mort¬ 
gage  loan  delinquencies  cmd  foreclosiures  are 
those  collected  by  the  American  Life  Insur- 
emee  Association  since  1954.  ALIA  compiles 
data  from  73  life  insurance  cmnpanies  that 
account  for  83  percent  of  mortgages  held  by 
all  n.S.  life  insurance  companies  on  mortgage 
locms  that  are  delinquent  two  months  or 
more  (three  months  for  farm  locms) ,  loans  in 
foreclosure  (which  are  counted  as  peurt  of 
locms  delinquent) ,  and  loans  foreclosed  since 
the  beginning  of  the  year.  The  data  show 
sepalmte  figures  for  FHA-insured,  VA-guaran- 
teed,  Cemadian  and  conventional  mortgage 
locms,  with  the  FHA,  Canctdlcm  cmd  conven- 
tioned  statistics  further  broken  down  by  type  . 
of  pre^rty — 1-4  fcunily  homes,  multi-fcunily 
and  non-resldentlal.  There  cure  also  sepcu'ate 
figures  for  farm  mortgage  loans. 

Delinquency  cmd  foreclosure  rates  are  ced- 
culated  by  relating  the  reported  delin¬ 
quent  cmd  foreclosed  loans  to  the  loans  held, 
with  separate  tabulations  for  number  of 
locms  and  dollar  cunoimts  of  loans.  The 
ALIA  statistics  were  compiled  qucurterly  until 
the  end  of  1971  cmd  thereafter  semi-annually. 
The  survey  results  cne  available  about  three 
months  after  the  report  month. 

Since  life  insurance  companies  are  no 
longer  very  active  in  the  home  mortgage 
loan  market,  their  holdings  of  home  mort¬ 
gage  loans  are  declining  and  their  share  of 
the  meurket  is  decreasing.  Thus,  at  the  end 
of  Mcu'ch  1975,  they  held  818.1  billion  of  home 
loans,  or  less  than  five  percent  of  home 
mortgages  outstanding. 

4i  National  Association  of  Mutual  Savings 
Banks.  Since  the  first  quarter  of  1965,  tbe 
National  Association  of  Mutual  Savings 
Banks  (NAMSB)  has  compiled  qucurterly  de¬ 
linquency  and  foreclosure  data  from  a  scun- 
ple  of  mutual  savings  banks  that  cu:count 
for  over  80  percent  of  the  mortgage  loans 
held  by  all  mutual  savings  banks.  The  data 
Include  a)  locms  on  1-4  fcunily  homes  de¬ 
linquent  three  months  or  more  (including 
those  in  the  process  of  foreclosure)  and  b) 
home  loan  foreclosures  that  have  been  com- 
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pleted  (luring  the  quarter.  Both  statistics 
are  related  to  mortgage  loans  held  by  the 
banks  in  order  to  obtain  delinquency  and 
foreclosure  rates.  Separate  statisti(»  are  <x>l- 
lected  for  FHA-insured,  VA>guaranteed  and 
conventional  loans  on  1-4  family  homes.  Re¬ 
sults  of  the  surveys  are  available  about  2-3 
months  after  the  report  month. 

Since  the  NAMSB  surveys  relate  to  loan 
delinquencies  of  three  months  or  more,  their 
data  are  not  comparable  with  the  statistics 
collected  by  FHIiBB,  ALIA  or  those  compiled 
by  the  n.S.  League  of  Savings  Associations, 
but  they  are  comparable  to  the  90-day  de¬ 
linquency  data  compiled  by  MBA. 

5.  U.S.  League  of  Savings  Associations.  Be¬ 
ginning  in  January  1955,  the  U.S.  League  of 
Savings  Associations  has  collected  monthly 
statistics  from  a  sample  of  savings  and  loan 
associations  on  the  number  of  mortgage  loans 
that  are  in  arrears  60  days  or  more  from  the 
payment  data  stipulated  in  the  mortgage. 
These  delinquency  data  are  related  to  the 
mortgages  held  by  the  responding  associa¬ 
tions  to  obtain  a  delinquency  rate.  The  sta¬ 
tistics  are  not  broken  down  by  type.  Nor  do 
they  distinguish  P'HA,  VA  and  conventional 
loans.  ' 

The  current  sample  (x>nslsts  of  about  900 
savings  and  loan  ass(x:latlons  that  account 
for  about  43  percent  of  the  mortgage  loans 
held  by  all  associations.  The  survey  results 
are  available  in  about  three  weeks  after  the 
report  month. 

The  n.S.  League’s  statistics  are  only  an 
approximation  of  the  delinquency  and  fore¬ 
closure  situation  in  home  mortgages,  since 
they  do  not  break  down  the  data  by  type 
of  property  or  tyi>e  of  loan,  and  the  mix  of 
loans  held  by  S&Ls  changes  from  time  to 
time.  But,  in  view  of  the  Importance  of  S&Ls 
in  the  mortgage  market,  where  they  aceount 
for  about  46  percent  of  the  1-4  family  home 
loans  made,  an  estimate  of  their  delinquen¬ 
cies  is  a  critical  element  in  any  statistics 
portraying  the  mortgage  loan  delinquency 
situation. 

6.  Federal  Home  Loan  Bank  Board.  The 
Federal  Home  Loan  Bank  Board  (FHLBB) 
conducts  t}uee  different  surveys  relating  to 
mortgage  loan  delinquencies  and  foreclo¬ 
sure.  First,  beginning  in  January  1973,  It  has 
compiled  monthly  the  dollar  amount  of 
mortgage  loans  and  contracts  that  are  de¬ 
linquent  60  days  or  more  at  FSLIC  Insured 
Savings  and  Loan  Associations.  These 
amounts  are  compared  to  the  end  of  month 
holdings  of  mortgage  loans  by  the  Insrured 
S  &  Lh  to  obtain  a  delinquency  rate.  The 
data  do  not  distinguish  home  loans  from 
loans  for  i^artment  houses,  farm  or  other 
non-residentlal  properties  nor  is  there  any 
delineation  by  type  of  loan,  l.e.,  FHA,  VA 
or  conventlcmal.  The  FHLBB  delinquency 
figure  Is  available  within  3^  weeks  after 
a  month’s  end. 

Secondly,  the  FHLBB  has  compiled  since 
mld-1962  a  quarterly  series  of  the  number 
of  completed  forecdosures,  distinguishing 
conventional  loans  from  FHA  and  VA  Icxms 
combined.  In  addition  to  total  loans.  For 
each  category  the  number  of  f(»eclOBru«s  Is 
related  to  the  nmnber  of  mortgage  loans 
held.  From  1962  through  1968  the  rate  was 
computed  per  1,000  loans  held,  and  since 
1969  the  rate  has  been  computed  as  a  per¬ 
cent  of  the  loans  held.  The  statistics  do  not 
differentiate  home  loans  from  loans  on  other 
types  of  property.  The  data  are  brcdten  down 
by  State  and  Federal  Home  Loan  Bank  dis¬ 
trict.  Beginning  In  late  1972,  these  surveys 
have  been  conducted  semi-annually.  The 
tabulations  are  completed  about  2-3  months 
after  the  repc^  month. 

Thirdly,  since  1936  the  FHLBB  has  cxd- 
lected  statistics  from  county  recording  ofll- 
ces  on  the  number  of  properties  oa  which  a 
foreclosure  action,  other  than  tax  liras,  has 


been  completed  during  a  quarter.  The  num-  ■ 
ber  of  such  forecloscires  completed  is  then 
compared  to  an  estUnated  sum  of  residen¬ 
tial  and  farm  mortgaged  properties  to  cal¬ 
culate  a  foreclosure  rate.  The  foreclosure 
data  do  not  differentiate  home  prcxperties 
from  multi-family  residential,  non-reslden- 
tlal  or  farm  properties.  Results  of  this 
FHLBB  survey  are  available  about  3  months 
after  the  end  of  the  quarter.  Unlike  all  of 
the  other  data  series,  the  FHLBB  data  meas- 
mres  delinquencies  and  foreclosures  by  the 
dollar  volume  of  loans  outstanding;  all 
others  use  the  number  of  loans. 

Perhaps  the  most  deficient  of  the  three 
FHLBB  series  is  the  statistics  on  foreclosures 
completed.  In  addition  to  the  lack  of  break 
downs  by  type  of  property  and  type  of  loan, 
this  series  suffers  from  incomplete  data. 
Generally,  they  exclude  voluntary  deeds  of 
sale  in  lieu  of  foreclosure;  and  there  has 
been  a  deterioration  in  the  sample  of  (x>un- 
ties  reporting  since  the  survey  was  recon¬ 
stituted  in  1967,  with  some  counties  report¬ 
ing  irregularly.  Moreover,  although  the  nvun- 
ber  of  foreclosTU'es  relate  to  all  kinds  of  real 
property,  the  foreclosure  rate  is  derived  by 
dividing  such  foreclosures  by  a  meastire  of 
mortgaged  residential  and  farm  properties; 
l.e.,  non-residential  properties  are  omitted 
from  the  denominator. 

7.  Department  of  HUD.  Since  1973  the  De¬ 
partment  of  HUD  has  compiled  quarterly 
data  on  the  “default  statiis  of  FHA  hoAe 
mortgages  in  force’’  showing  (a)  locms  delin¬ 
quent  five  months  or  less,  (b)  loans  delin¬ 
quent  six  months  or  more,  (c)  loans  facing 
imminent  foreclosure,  (d)  loans  for  which 
foreclosure  has  started,  and  (e)  cases  where 
title  to  the  property  is  held  by  the  mortgagee. 
To  obtain  delinquent  rates,  the  first  four 
items  termed  “home  mortgages  in  default’’ 
are  related  to  the  number  of  loans  tar  which 
Insurance  is  in  force.  The  latter  is  approxi¬ 
mated  by  tallying  the  number  of  loans  that 
are  billed  for  FHA  Insurance  premiums. 

Prior  to  1973  the  HUD  statistics  on  delin- 
q\iencies  and  foreclosures  were  tabulated  only 
annually,  as  erf  the  end  of  the  year. 

The  statistics  on  defaulted  FHA  Insurance 
loans  are  broken  down  by  Insuring  oflBce  and 
also  by  FHA  program,  but  there  are  no  com¬ 
parable  breakdowns  tor  the  numbers  of  loans 
for  which  Insurance  is  In  force.  These  HUD 
data  are  available  within  one  month  follow¬ 
ing  the  end  of  the  quarter.  _ 

Pwhaps  the  greatest  weakness  of  the  HUD- 
oonq>lled  data,  for  the  ptirpose  of  construct¬ 
ing  a  single  national  measxire  of  home  mort¬ 
gage  delinquencfira  and  fcmclosure.  Is  that 
their  time  dlmensicms  are  not  congruent  with 
any  other  data  series.  In  the  time  available  to 
prepare  this  index.  It  has  not  been  possible  to 
develop  a  finer  breakdown  of  the  delin¬ 
quency  data. 

O.  Comparison  of  Data. 

’Table  1  Shows  the  delinquency  rates  for 
conventional  loans  on  1-4  family  homes  re¬ 
ported  by  the  Mcnrtgage  Bankers  Asscxsistlcm 
ot  America  (MBA) .  American  Life  Insiuance 
Asacxslatlon  (ALIA),  UB.  League  of  Savings 
Assoclaticms  (U8LSA)  and  the  National  Asso¬ 
ciation  of  MutTial  Savings  Banks  (NAMSB). 
In  each  Instance,  the  data  compare  the  num¬ 
ber  of  loans  with  delinquencies  of  60  days  or 
more  (including  locms  in  foreclosure)  with 
the  total  number  of  locms  held. 

Actually,  only  MBA  ALIA  report  ex¬ 
plicitly  60-day  delinquency  rates  for  conven¬ 
tional  locms.  The  in3LSA  figures  are  only  an 
approxlmatton,  since,  in  reality,  they  relate  to 
all  locms  held  by  savings  and  locm  assoefia- 
tions  without  regard  to  type  of  pr(^>erty  and 
type  of  locm.  But,  Inasmuch  as  convratkxua 
home  locms  account  for  around  70  percent  of 
toted  mortgage  loans  held  by  savings  and  locm 
associations,  cmd  In  the  absence  of  any  other 
statlsttes  on  loan  delincpiencies  for  S&Ls 


(measured  by  number  of  locms).  the  USLSA 
data  appear  to  be  a  reasonable  approximation 
of  con ventloncd  home  loan  delinquencies. 

In  the  case  of  the  NAMSB  series,  the  re¬ 
ported  data  relate  to  delinquencies  of  90 
days  or  more.  These  delinqtienc^  rates  were 
converted  into  delinquency  rates  for  de¬ 
linquencies  of  60  days  or  more  by  adding 
a  constant  dlfferenticd  for  ecu:h  (K>mponent 
series — .20  percent  for  (x>nventional  loans, 
.30  percent  for  VA-guaranteed  loans  and  .40 
percent  for  FHA-insured  loans.  These  dif¬ 
ferentials  were  selected  on  the  basis  of  a 
comparison  of  the  unadjusted  NAMSB 
figures  for  each  loan  type  with  the  corre¬ 
sponding  figure  compiled  by  ALIA. 

According  to  the  figures  presented  in 
Table  1,  the  60-day  delinquency  rates  for 
conventional  home  loans  reported  by  the 
MBA  surveys  were  invariably  lovrar  than 
those  reported  by  the  USLSA  surveys,  but 
generally  higher  than  those  reported  by 
ALIA  and  NAMSB.  In  most  instances,  there 
were  parallel  movements  in  the  delinquency 
rates  for  cdl  four  series  in  terms  of  move¬ 
ment  direction,  but  not  necessarily  In  the 
amplitude  of  change.  Of  the  22  dates  shown 
in  the  ’Table,  the  USLSA  data  were  “out  of 
step’’  on  five  cxscaslons,  while  the  MBA  data 
moved  in  opposite  directions  from  the  others 
on  two  occasions. 

For  VA-guaranteed  home  loans,  there  are 
four  60-day  delinquency  series,  compiled 
by  MB^  ALIA,  NAMSB  and  the  Veterans 
Administration.  These  are  deleted  in  Table 
2.  As  will  be  noted,  the  delinquency  rates 
reported  by  the  Veterans  Administration  are 
higher  than  the  ALIA  and  NAMSB  series, 
but  lower  than  those  reported  by  MBA  Of 
the  22  dates  shown,  the  direction  of  move¬ 
ment  for  the  IdBA  rates  differed  from  the 
direction  of  movement  for  the  VA  com¬ 
piled  series  on  seven  occasions.  In  cxmtrast, 
ALIA  rates  moved  in  opposite  direction  from 
the  VA  series  on  two  occasions  and  the 
NAMSB  rates  moved  in  opposite  direction 
on  three  occasions. 

Table  3  compares  the  60-day  delinquency 
rates  for  FHA-insiured  loans  as  compiled 
by  MBA  ALIA  and  NAMSB.  Although  the 
MBA  data  exclude  the  higher  risk  Sections 
236  and  237  programs  (beginning  with  March 
1971),  the  MBA  delinquency  rates,  nonethe¬ 
less,  are  appreciably  higher  than  those  re¬ 
ported  by  ALIA  and  NAMSB.  The  MBA  and 
ALIA  data  have  the  same  direction  of  move¬ 
ment  for  all  dates  shown,  but  the  NAMSB 
data  had  opposite  movements  on  five 
occasions. 

D.  Developing  A  Composite  Delinquency 
Bate. 

Although  Section  103(3)  of  the  Emergency 
Housing  Act  of  1976  makes  reference  to 
delinquencies  “for  at  least  three  months’’  as 
a  condition  for  mortgage  asststance,  there 
are  insufficient  statistics  currently  available 
on  delinquencies  of  90  days  cur  more  to  i>ermlt 
the  construction  of  a  composite  data  series. 
Of  all  the  statistics  reviewed  above,  only 
MBA  and  NAMSB  compile  90-day  delin¬ 
quency  data. 

On  the.  other  hand.  VA  USLSA  FHLBB 
and  MBA  collect  OO-day  delinquency  statis¬ 
tics;  and  the  NAMSB  90-day  dtilnquency 
data  can  be  converted  into  approximate  OO- 
day  delinquency  figures,  as  described  above. 
Since  whatever  composite  delinquency  rates 
are  developed  are  likely  to  be  viewed  as  the 
measurement  that  could  activate  the  emer¬ 
gency  homeowners’  relief  authorized  by  Title 
I  of  the  Emergency  Housing  Act  ot  1976,  care 
should  be  exercised  to  assure  that  the  most 
comprehensive  data  are  employed. 

Under  the  circumstances,  and  precluding 
the  startup  of  a  new  statistical  series  (which 
could  take  many  months  to  Inaugurate) .  the 
most  apprc^rlate  measurement  of  delin¬ 
quencies  and  foreclosures  that  would  re- 
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■pond  to  Section  111  is  a  composite  delin¬ 
quency  rate  series. 

That  is,  a  series  based  on  loans  that  are 
delinquent  60  days  or  more,  including,  loans 
that  are  in  foreclosure.  Such  a  composite 
delinquency  rate  series  has  been  constructed 
as  follows; 

1.  From  the  statistics  presented  in  Tables 
1,  2  and  3  it  is  evident  that  there  are  sub¬ 
stantial  differences  in  the  rates  of  delinquen¬ 
cy  (of  60  days  or  more)  for  conventional, 
VA-guaranteed  and  FHA-insured  home 
mortgage  loans.  Conventional  loans  have 
the  lowest  delinquency  rates,  followed  by 
VA  and  FHA  loans. 

2.  The  conventional  delinquency  rates  can 
be  combined  into  a  composite  series  by 
weighting  each  delinquency  rate  by  the  per¬ 
centage  of  conventional  long-term  home 
loans  held  by  the  respective  lender  group  at 
the  end  of  the  Indicated  qiiarter.*  Table  4 
shows  the  percentage  distribution  of  the 
conventional  home  mortgage  loans  held  by 
mutual  savings  banks,  savings  and  loan  as¬ 
sociations  and  life  insxuance  companies  at 
the  end  of  each  quarter  since  December  1869.* 
These  percentages  are  cross-multiplied  by 
the  delinquency  rates  reported  by  NAMBB. 
tJSLSA  and  ALIA,  respectively. 

3.  The  balances  (of  22.5  to  28.0  percent) 
are  cross-multiplied  by  the  MBA  series  on 
conventional  home  loan  delinquency  rates. 
In  effect,  the  MBA  data  (which  reflect  re¬ 
porting  by  loan  servicers  that  are  MBA 
members,  rather  than  by  the  mortgagees) 
are  regarded  as  representative  of  delinquency 
rates  for  all  other  holders  of  conventional 
home  loans.  Mortgage  companies  service  in 
addition  to  their  own  holdings,  about  %  of 
the  loans  held  by  federal  credit  agencies, 
BETTs,  pension  and  retirement  funds,  about 

of  the  loans  held  by  federally-supported 
pools  and  around  10  percent  of  the  home 
loans  held  by  commercial  banks  and  state 
credit  agencies. 

4.  A  composite  delinqumcy  rate  is 
calculated  for  FHA-insured  home  loans,  al- 
ttmugh  the  percentage  of  outstanding  !«■«« 
for  which  the  deUnquency  rates  to 

ktentiflable  mortgage  groups  Is  eonskterahly 
smallw  than  Is  the  ease  for  conventional 
home  loans.  As  detailed  in  Table  8.  mutnal 
savingB  banks  and  life  insuranoe  compenlm 
together  accounted  for  42A  to  aOA  percent 
<d  toe  outstanding  FHA-insured  home  loans 
during  the  past  5)4  years.  The  remaining 
~balanoe”  percents^  r^iect  FHA  loan  hold¬ 
ings  by  FNMA,  FHLMC,  mortgage  pools  fi¬ 
nanced  by  ONMA-guaranteed  securities, 
commercial  banks  and  savings  and  loan  aa- 
sodatioos. 

5.  Since  mmtgage  companies  (and  other 
financial  institutions  performing  a  mortgi^ 
banking  function)  service  a  large  pert  of 
these  ‘lialance*’  hidings  of  FHA  loans.  It 
seems  iq>proprlate  to  construe  the  MBA  de¬ 
linquency  rates  as  representative  of  the  de- 
Un^endee  for  ttieee  mortgagees.  Aocording- 
ly,  the  NAMSB,  ALIA  and  MBA  dellnqtieney 
rates  are  cross-multiplied  by  the  correepopd- 
Ing  distribution  percentages  Shown  tn  Table 
6. 

6.  For  VA-gnaranteed  home  loans  there  Is 
no  need  for  a  composite  delinquency  rate 
seriee  because  the  Vetersns  AdmlnlstratkHi 
eeiies  le  baaed  on  s  lOO-percent  sample  and 


I  Long-term  mortgage  loans  exclude  con¬ 
struction  loans  to  home  buUders  that  are  not 
relevant  to  measurements  of  dellnquendas 
on  loans  owed  by  homeowners. 

*  These  flgtires  are  derived  from  the  BTOD- 
eocrdlnated  monthly  survej^  of  mortgage 
lending  that  began  in  December  1869.  Theae 
surveys  cover  11  lender  groupe  that  account 
tot  ahout  98  percent  of  total  home  mortgage 
debt  outstanding. 
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ttwr^orc  it  Is  fully  representative  of  all  VA- 
guaranteed  loans. 

7.  The  resultant  composite  delinquency 
rates  for  conventkmal  and  FHA-insured 
loans,  together  with  the  Vetersns  Adminis- 
taration  series  for  VA-guaranteed  loans,  are 
then  cmnbined  into  a  single  composite  de¬ 
linquency  series.  This  is  done  by  weighing 
the  three  compcment  series  by  the  corre- 
qmndlng  end  of  quarter  percent  distribu¬ 
tion  of  outstanding  conventional,  FHA-in¬ 
sured  and  VA-gusranteed  long-term  home 
mortgage  loans.* 

The  delinquency /foreclosiure  index  thv» 
compiled  iiufludes  a  direct  measure  of  de- 
linqueneles/foreclosures  on  either  a  sam¬ 
pling  basis  or  a  complete  enumeration  for 
over  two-thirds  of  the  outstanding  hmne 
mortgages  In  the  United  States.  As  of  the 
first  quarter  of  1975,  69.6  percent  of  all  mort¬ 
gagee  were  VA-guaranteed,  or  were  held  by 
mutual  savings  banks,  savings  and  loans, 
or  life  Insurance  companies.  An  additional 
10  percent  or  more  are  directly  represented 
In  the  mortgage  bankers  data.  The  remainder 
must  be  Imputed,  since  there  are  no  precise 
direct  measures  of  delinquencies  or  fore¬ 
closures.  b\rt  the  degree  of  coverage  in  this 
index  is  very  high. 

E.  Analysis  of  Composite  Delinquency 
Rates. 

Table  7  presents  the  composite  delin- 
qusncy  rates  t<x  conventional,  VA-giaar- 
antced.  FHA-insured  and  total  home  mort¬ 
gage  loans  for  22  dates,  running  from  De- 
esmher  31.  1969  to  March  31,  1975.  As  will 
he  noted,  the  delinquency  rates  for  FHA- 
insured  loans  have  been  about  double  the 
rates  for  conventional  loans,  while  the  rates 
for  VA-guaranteed  loans  have  been  in  be¬ 
tween,  hut  somewhat  closer  to  the  conven¬ 
tional  delinquency  rates. 

The  oompoaite  delinquency  rates  for  all 
home  loans  have  been  lower  than  the  rates 
for  FHA  or  VA  loans,  but  higher  than  the 
rates  for  conventional  loans  throughout  the 
past  6)4  years.  On  March  31.  1975,  the  com¬ 
posite  rate  for  all  loans  was  lao  p^cent  of 
loans  outstanding,  m  34  percent  higher  than 
the  eomposits  rate  of  B2  pMcent  on  March 
U.  1970,  vrtilch  was  also  a  recession  period. 
By  way  of  etmtrast,  the  composite  oonven- 
tkmal  dMtnquHvey  rate  on  March  31,  1976 
was  44  paremt  higher  than  five  yean  ago. 
while  the  VA  rate  was  24  percent  higher 
and  the  FHA  rate  was  45  percent  higher. 

m  other  arords,  use  of  a  composite  delln- 
queoey  rate  for  all  loans  serves  to  moderate 
the  amplitude  of  fluctuations,  reducing  the 
Hkdlhood  of  rtisrp  swings  that  might  other¬ 
wise  arise  if  only  a  component  delinquency 
series  was  to  be  ciiq>loyed. 

The  index  will  be  calculated  quarterly, 
using  the  latest  available  data.  A  prelimi¬ 
nary  index  will  be  computed  within  one 
month  of  the  end  of  each  quarter,  which 
wIH  include  data  for  that  quarter  tor  ep- 
proarimately  80  percent  of  the  Index,  and 
data  for  tba  previous  quarter  toe  the  re¬ 
mainder.  A  iwrissd  final  Index  will  be  cal- 
eidsted  wMhm  three  numths  of  the  end  at 
tbs  quarter.  This  procedure  Is  necessitsted 
by  the  fac4  that  some  of  the  reqxdslte  data 
win  heemns  avafisMe  aaij  about  three 
months  after  the  end  of  the  quarter  to 
which  it  refers.  Statistloel  enalysis  of  the 
preUmlBsry  and  final  Indexes  over  the  last 
fiea  years  shows  that  ttu  two  Indexes  move 
eery  ^oeel^  together,  and  have  always  been 
within  .86  percent  of  each  other.  ~ 

An  eltmnsttve  Indicator  could  be  oon- 
etrueted  M  there  were  adequate  data  on  a 
ttnaly  beria  on  loans  idacsd  in  foreclosure. 


•Baeed  on  etatletles  obtained  trom  ttw 
HUD-coutdhiaded  eurreys  of  mortgage  lend¬ 
ing. 


Since  the  pxnpose  of  Title  I  is  to  encour¬ 
age  foibearanoe,  an  increase  in  loans  placed 
In  foreclosure  would  indicate  that  less  for- 
beamnoe  le  being  practiced  by  lenders. 
DeUnquendas  are  s  less  direct  measure  of 
the  pbenmnenon  that  Tttls  I  sedu  to  pre¬ 
vent.  In  fact,  a  rise  in  ddlnquencies  may 
imply  Increased  forbeersnce.  Unfortunately, 
as  described  in  Subsection  B,  there  is  only 
one  published  data  aeries  on  loans  placed  in 
foreclosure,  compiled  by  the  Mortgage  Bank¬ 
ers  Association.  This  covers  mily  the  mort- 
gsges  serviced  by  MBA.  The  llmltsti<ms  of 
this  series  preclude  using  it  as  the  sde 
national  indicator  of  foreclosure. 

Other  government  agencies  and  trade  as¬ 
sociations  include  loans  placed  in  fore¬ 
closure  in  their  measures  of  delinquent 
loans.  The  dellnquency/fmreclosure  index 
that  we  have  compiled  Includes  these  loans 
placed  in  foreclosmre,  although  they  cannot 
he  broken  out  for  the  other  four  data 
sources.  We  believe,  however,  based  on  the 
best  available  evidence,  that  the  delin¬ 
quency/foreclosure  Index  is  a  good  Indicator 
of  the  extent  to  which  loans  axe  placed  In 
foreclosure.  For  the  MBA  data,  where  both 
are  available  8^;>arately.  the  delinquency 
series  moves  with  loans  placed  In  foreclosure, 
for  conventional,  VA,  FHA.  and  all  loans 
combined.  At  most,  delinquenclss  lead  loans 
placed  In  foreclosure  by  one  quarter.  A  rise 
in  delinquencies  means  that  foreclosures 
will  start  rising  now  and  complete  the  rise 
In  another  quarter.  It  would  be  highly  desir¬ 
able  to  construct  similar  analyses  for  the 
other  data  series;  the  trade  aaociatlons  and 
government  agencies  do  not  collect  the 
necessary  data. 

If  the  delinquency-foreclosure  pattern  ap¬ 
parent  In  the  MBA  data  holds  for  other 
mortgages,  then  the  delinquency/foreclosure 
index  is  an  appropriate  indicator  of  an  emer¬ 
gency,  it  win  tend  to  lead  slightly  any  In¬ 
crease  in  foreclosures.  It  is  desirable  to  have 
an  index  which  leads  the  actual  occurrence 
of  foreclosure,  since  the  dellnqviency  data  is 
not  immediately  available  after  delinquen¬ 
cies  occur.  Most  of  the  delinquency  data  is 
not  immediately  available,  and  Is^reported  as 
of  the  end  of  the  quarter  (whereas  a  given 
homeowner  might  have  tnttidtty  fallen  tato 
delinquency  at  the  beginning  of  the  quarter 
and  remained  tn  delinquency  throughout 
the  quarter).  We  will  learn  of  Increasing 
dellnqumcles  perhaps  1  to  3  months  after 
they  occur.  However,  since  delinquencies  do 
lead  foreclosures,  and  some  lenders  report 
monthly,  there  will  be  prellmlnsry  warnings 
of  impending  foreclosures. 

Table  1. — Rate  of  Mirmneneies  of  60 
days  or  more  for  conventional  loans 
on  1-4  famMy  homes,  including  loans 
in  foreclosure 

fin  pereeat] 


MBA  *  ALIA  •  U8LSA  «  NAMSB  * 
Data  *  Data  Data  Data  * 

0)  (») 


tm 

Daemibw _ 

648 

AS4 

ATS 

AM 

me 

Mvcli _ 

.R 

.88 

.TS 

.n 

Iniis _ _ _ 

.47 

.R 

.71 

.88 

8apt«nlMr_._ 

.11 

.M 

.78 

.88 

Daoumbw... _ 

.59 

.«t 

.79 

.68 

mi 

MsMb. - - 

JSS 

.77 

.77 

.64 

June _ 

.M 

.TO 

.76 

.64 

Beptambgr. _ 

.«> 

.M 

.M 

.07 

December _ 

.04 

.88 

.88 

.67 

ms 

Mwch _ 

.M 

.78 

.81 

Sam - 

.U 

.K 

.78 

.62 

Bentembec _ 

.88 

.88 

.78 

.64 

December. _ 

.n 

.88 

.78 

.66 
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Table  1. — Continued 


MBA^  ALIA*  DSLA*  NAMSB  • 
Data  *  Data  Data  Data  * 

(1)  (2)  (3)  (4) 


ms 


March . ; 

.69 

.89 

.84 

.64 

June . . 

.61 

.60 

.74 

•60 

September _ 

.68 

.59 

.87 

.60 

Decemljer _ 

.IS 

.58 

.79 

.6s 

mi 

March . . 

.86 

.61 

.85 

.66 

June . 

.78 

.60 

.78 

.62 

September _ 

.80 

.59 

.84 

.64 

Dik-ember . . 

.86 

.58 

.88 

.75 

1976 

March . 

.94 

.62 

.94 

.79 

'  MBA— Mortgage  Bankers  Association  of  America. 
>60  plus' 904  dwnquencles  plus  loans  In  foreclosure. 

*  ALIA— American  Life  Insurance  Association. 

.  *  USLSA— U.8.  League  of  Savings  Associations. 

*  NAMSB— National  Association  of  Mutual  Savings 
Banks. 

*  904  delinquencies  adjusted  by  adding  0.20  pet. 

Table  2. — Rate  of  delinquencies  of  60 
days  or  more  for  VA-guaranteed  home 
loans,  including  loans  in  foreclosure 


[In  percent] 


- 

VA‘  MBA* 
Data  *  Data 

(1)  (2) 

ALIA* 

Data 

(8) 

NAMSB* 

Data* 

(4) 

1969 

December.... 

..  0.94 

1.00 

0.79 

0.77 

1970 

March . 

..  1.02 

1.06 

.77 

.80 

June . 

.94 

.95 

.67 

.71 

September.... 

.89 

1.04 

.77 

.74 

December _ 

.94 

1. 18 

.86 

.78 

mi 

March . 

..  1.01 

1.17 

.81 

.82 

June . 

..  1.00 

1.10 

.74 

.75 

September _ 

..  1.08 

1.21 

.80 

.79 

December.... 

...  1.18 

1.45 

.87 

.81 

mt 

March . . 

...  1.03 

1.22  . 

.78 

June _ 

...  1.02 

1.07 

.69 

.73 

September... 

...  1.02 

1.28  . 

.80 

Dwember.... 

...  1.03 

1.41 

.94 

.84 

ms 

March . 

...  1.07 

1.33 

.88 

June _ 

...  1.00 

L15 

.74 

.77 

September... 

...  1.01 

1.44 

.80 

December... 

...  1.05 

1.48 

.92 

.84 

mi 

March . 

...  1.15 

1.47 

.89 

Juno _ 

...  1.00 

1.29 

.79 

.76 

September. . 

...  1.03 

1.49 

.96 

.  -  .84 

Detember... 

1976 

...  1.12 

1.67 

.88 

March . 

....  1.26 

1.50 

.92 

June . 

....  1. 17 

I V  A— Veterans  Administration; 

*  60  plus  904  delinquencies  plus  loans  in  foreclosure; 

*  MB  A— Mortgage  Bankers  Association  of  America 

*  ALIA— American  Ufe  Insurance  Associathm. 

*  NAMSB— National  Association  of  Mutual  Savings 
tanks. 

*  Loans  delinquent  90  d  or  more  plus  0.30  pet- 


Table  3. — Rate  of  delinquencies  of  60 
days  or  more  for  FHA-insured  loans 
on  1-4  family  homes,  including  loans 
in  foreclosure 


[In  percent] 

MBA» 

ALIA* 

NAMSB  * 

Data* 

Data 

Data* 

(1) 

(2) 

(3) 

1960 

December . 

1.29 

0.91 

0.95 

mo 

March. . 

1.38 

.96 

.99 

June . 

1.28 

.87 

.90 

September . 

1.41 

.98 

.92 

December . 

1.62 

1.06 

.97 

mt 

March . 

1.54 

1.03 

1.07 

June . 

1.63 

.98 

.99 

September . 

1.69 

1.10 

1.03 

Dumber . 

1.82 

1. 13 

1.07 

mt 

1.61  . 

1.03 

June . 

1.64 

1.03 

.98 

1.84  . 

1.02 

Dwember . 

1.81 

1.37 

1.07 

ms 

March . 

1.72  . 

1.09 

June . 

1.52 

1. 13 

1.04 

1.80  . 

1.07 

December . 

1.88 

1.34 

1.11 

mi 

March . 

1.84  . 

1.14 

June . 

1.70 

1.17 

1.01 

September . 

1.81'. 

1.07 

Dwember . 

1.98 

1.31 

1.12 

1976 

March . 

1.98  , 

1.18 

r  MBA— Mortgage  Bankers  Association  of  America. 

*  60  plus  904  delinquencies  plus  loans  in  foreclosure. 
Beginning  in  March  1971  excludes  sec.  235  and  237 
programs. 

*  ALIA — Americtm  Ufe  Insurance  Association. 

<  NAMSB— National  Association  of  Mutual  Savings 
Banks. 

*  Loans  delinquent  00  d  or  more  plus  0.40  percent. 

Table  4. — Distribution  of  conventional 
home  loans  outstanding  by  major  lender 
,  group,  1969-75 


[In  percent] 

t 

Mutual 

Savings 

tmd 

Life 

savings 

loan 

insurance  Balance 

banks 

associa¬ 

companies 

(1) 

tions 

(2) 

(3)  (4) 

tm 


December.,.. 

9.1 

61.4 

6.9 

22.6 

mo 

March . 

9.0 

61.7 

68 

22.5 

June . 

■ 

8.9 

61.8 

67 

22.6 

September... 

9.0 

61.9 

65 

22.6 

December... 

... 

9.1 

62.0 

64 

22.5 

mi 

March. . 

9.0 

62.0 

6.2 

22.8 

June . 

9.0 

62.2 

5.9 

22.9 

September... 

•--r 

9.0 

62.3 

65 

23.2 

Dumber... 

A9 

63.4 

5.2 

23.5 

Table  4. — Continued 


Savings 

Mutual 

and 

Life 

savings 

loan 

insurance  Balance 

banks 

associa¬ 

tions 

companies 

(1) 

(2) 

(3)  (4) 

mt 


March . 

8.8 

62.5 

5.0 

23.7 

June . 

8.8 

62.5 

5.0 

23.7 

September . 

8.7 

62.4 

4.3 

24.6 

Dumber . 

8.7 

62.6 

4.0 

24.7 

ms 

March . 

8.7 

62.8 

8.7 

24.8 

June . 

8.7 

62.8 

8.5 

25.0 

September . 

8.7 

62.3 

3.2 

25.8 

Dwember . 

8.7 

61.9 

3.1 

26.3 

mi 

March . . 

8.6 

61.9 

3.0 

265 

June . 

8.5 

61.5 

2.8 

27.2 

September . 

8.4 

61.4 

2.7 

27.5 

December . 

63 

61.4 

2.6 

27.7 

ms 

March . 

8.2 

61.3 

2.5 

28.0 

Source;  Department  of  HUD  releases  on  monthly 
surveys  of  mortgage  lending. 


Table  5. — Distribution  of  FHA-insured 
home  loans  by  major  lending  group, 
1969-75 

[In  percent] 


Mutual  life 

savings  Insurance  Balance 

banks  companies 

(1)  (2)  (8) 


1969 


December _ 

25.3 

18.0 

567 

1970 

March . . 

260 

17.7 

57.3 

June . . 

. 

24.4 

17.0 

566 

September _ 

24.0 

164 

56.6 

December . 

25.1 

168 

58.1 

mi 

March . 

23.3 

/ 

15.8 

61.4 

Jmie . 

. 

23.0 

14.7 

62.3 

September . 

22.1 

14.1 

63.8 

December . 

21.8 

13.6 

64.6 

mt 

March . 

21.6 

13.1 

65.3 

June . 

21.3 

12.8 

65.9 

September . 

21.1 

12.4 

665 

December _ 

21.0 

12.1 

66.9 

ms 

March . 

21.2 

12.0 

668 

Jtme . 

21.3 

11.9 

66.8 

September . 

21.1 

11.7 

67.2 

Dwember . 

20.9 

11.4 

67.7 

mi 

March . . 

20.6 

11.3 

661 

June _ _ 

20.1 

11.0 

68.9 

September _ 

261 

11.0 

669 

December _ 

19.8 

10.5 

69.7 

1976 

March . 

19.7 

167 

69.6 

Source;  Department  of  HUD  releases  on  monthly  sur 
veys  of  mortgage  lending. 
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Table  6. — Dittrlkution  of  liome  mortgage 
loana  outstanding  hg  tgpe  of  loan,  1969-1 S 


[Inpcnent] 


FHA 

VA 

Conventional 

inanred 

gnaranteed 

lomis 

a) 

(2) 

(8) 

1969 

December.. 

....  22.4 

lAO 

i$70 

- 

March . 

...;  22.4 

lAO 

88.8 

June _ 

....  28.0 

lAO 

68.0 

September., 

_ _  23.0 

lAO 

08.0 

December.. 

....  22.8 

l8.6 

im 

....  28.0 

lAO 

68.0 

....  28.4 

18.0 

08.0 

September. 

....  23.0 

lAO 

08.0 

Deowttber.. 

_  28.0 

lAO 

Ml# 

im 

22.8 

18.0 

03.8 

22.4 

18.8 

88.8 

September. 

....  2L7 

18.7 

64. 6 

December.. 

...j  21.1 

18.7 

66.3 

1973 

March...... 

--  20.4 

18.8 

Mit 

— -  19.4 

1A4 

87.2 

September. 

_  18.8 

18.2 

88.0 

December.. 

_  1A8 

18.8 

•64 

1974 

March . . 

17.9 

13.8 

68.8 

_  17.6 

1A4 

09.1 

September . 

..  1A8 

13.2 

70.0 

December. 

_  10.7 

13.0 

70.8 

1975 

March . 

1A4 

13.0 

70.6 

Source;  Department  of  HUD  releases  on  monthly 
Enrveys  of  mortgage  lending. 

Table  7. — Composite  delinquency  rates  for 
loans  on  1-k  family  homes 

[In  peroant] 


Convention^  VA  FHA  Total 


k>an8>  locms*  loans*  loans* 

(1)  (2)  (8)  (4) 

1969 

December .  0.81  0.94  1.14  a77 

1970 

March . .  .84  1.02  1.21  .82 

June. .  .83  .04  L12  .78 

September _  .87  .  80  1.22  .  88 

December .  .71  .94  L36  .89 

1971 

March .  .73  1.01  L86  .91 

June....- .  .72  LOO  1.82  .90 

September .  .78  1.08  1.48  .90 

December .  .74  1.18  1.88  .  99 

1971 

March . .  .89  1.03  1.42  .  90 

June .  .87  LOS  1.42  .88 

September _  .71  1.02  1.89  .  94 

December . .  .78  1.03  1.80  .97 

1973 

March .  .78  1.07  1.83  .  97 

June . .  .69  LOO  1.87  .86 

September .  .79  LOl  1.88  .97 

December . .  .76  1.08  1.66  .  96 

197i 

March .  .83  1.18  1.63  LOl 

June .  .78  1.00  1.80  .  09 

September _  .81  LOS  LOO  .97 

December .  .86  1.12  L74  LOl 


Tjlblx  l.—Compotite  delisuiuencg  rates 
4ar  lotms  am,  1-4  family  homes — Coo. 

[In  percent] 

Conventloiial  TA  FHA  Total 
loana*  loans*  loans*  loans* 

(1)  (2)  (3)  (4) 

im 

March .  .92  1.28  1.78  LlO 

>  CoL  1:  Data  in  table  1,  weighted  by  percent  distri- 
butlms  in  table  A 

*  2:  CoL  1  of  table  2. 

*  Col.  8:  Data  in  table  3,  weighted  by  percent  distri¬ 
butions  in  table  8. 

*  Col.  4:  Cols.  1  and  8  of  table  7,  weighted  by  percent 

distributions  in  tabie  6.  .> 

XL  DEVELOPMENT  OP  A  NATIONAL  DELINQUENCY 
INDEX 

A.  Introduction. 

In  considering  how  to  Implement  Title  I 
of  the  Emergency  Housing  Act  of  1976,  <me 
basic  question  which  must  be  answered  la 
whether  or  not  the  program  should  be  ad¬ 
ministered  on  a  national  or  a  regional  or 
local  basis.  This  question  Is  particularly  Im¬ 
portant  with  respect  to  designing  the  delln- 
quency/forecloBure  Index. 

The  legislative  history  associated  with  Ti¬ 
tle  I  does  not  clearly  establish  whether  the 
Ccmgress  Intended  for  the  D^artment  of 
Housing  and  Urban  Development  to  Imple¬ 
ment  the  mortgage  relief  program  on  a  na¬ 
tional  or  on  a  regional  basis.  Although  dur¬ 
ing  the  hearings  on  the  original  bill  Seiiators 
would,  from  time  to  time,  point  to  particular 
areas  of  the  country  as  examples  for  the  need 
for  such  a  ixogram,  nevertheless,  there  Is  no 
clear  Indication  that  they  Intended  for  HDD 
to  forge  the  program  on  a  regional  basis. 
When  the  original  bill  vras  Introduced  It  con- 
talned  a  provision  which  gave  the  Secretary 
of  HDD  discretionary  authority  to  Implement 
the  program  In  any  area  which  the  Secretary 
found  to  have  high  unemployment.  How¬ 
ever,  when  the  final  version  of  the  bill  was 
passed  this  provision  was  omitted. 

Since  the  legislative  history  of  Title  I  does 
not  provide  dear  guidelines,  the  Department 
of  Housing  and  Urban  Development  has  con¬ 
sidered  tanplonenting  either  a  set  of  regional 
measures  to  activate  the  standby  authority 
on  a  regional  basis,  or  a  single  national  meas¬ 
ure  to  activate  the  authority  nationally. 
Olven  the  concern  expressed  by  several  mem¬ 
bers  of  Congress  over  the  regional  pattern  of 
foredosures,  a  detailed  study  was  conducted 
of  the  possibility  of  developing  regional  meas¬ 
ures  of  delinquencies  and  foredosures.  As  a 
result  of  the  study.  It  was  decided  that  sev¬ 
eral  fundamental  difficulties  preclude  the 
use  of  regional  measures.  The  stcmdby  au¬ 
thority  will  therefore  be  activated  on  a  na¬ 
tional  basis.  The  major  reasons  for  choosing 
a  national  system  In  preference  to  regional 
systems  fall  Into  three  main  categories: 

(1)  equity  considerations; 

(2)  data  limitations; 

(3)  problems  associated  with  local  laws 
and  practices  which  would  not  arise  under 
a  national  system. 

B.  Equity. 

The  first  consideration  is  equity.  A  na¬ 
tional  prc^ram  would  allow  all  qualified 
homeowners  to  be  eligible  for  mortgage  relief 
Insurance  or  advances  and  would  appear  to 
be  preferable,  from  an  equity  standpoint. 
Since  the  problem  which  Title  I  addresses — 
the  severe  economic  recession — Is  a  national 
problem,  one  which  has  had  an  Impact  on  all 
American  families,  a  national  approach  to  Its 
Implementation  would  seem  to  be  the  appro¬ 
priate  choice. 

From  the  standpoint  of  the  mortgagor  or 
the  mortgagee,  any  program  which  was  geared 
to  local  conditions  would  tend  to  favor  one 


group  over  another,  merely  on  the  basis  of 
the  geographic  location  of  the  mortgaged 
pnqimty. 

In  the  case  at  financial  Inetltutions  which 
lend  only  In  the  local  area,  certain  Institu¬ 
tions  In  one  area  would  have  a  portion  of 
their  loans  In  defaidt  brought  current,  while 
others  In  other  areas  would  not  be  afforded 
the  benefits  of  the  federal  progranL  In  this 
case,  the  Federal  Government  would  by  flali 
be  providing  a  subsidy  which  would  give  a 
competitive  advantage  to  one  institution  over 
another  purely  on  the  basis  of  location. 

On  the  other  hand,  large  lenders  which 
hdd  loans  on  properties  all  over  the  nation 
would  be  placed  In  a  situation  where  some 
of  their  loans  would  he  eligible  for  relief  as¬ 
sistance  while  still  others  would  not  even 
though  the  economic  situation  of  the  vari¬ 
ous  mortgagors  was  Identical,  thu  type  of 
situation  could  raise  problems  ior  super- 
vieory  and  regulatmry  authorltleB  itho  are 
called  OB  under  Title  I  to  do  what  ttiey  can 
to  encourage  forbearance,  since  they  would 
have  to  treat  loans  with  similar  default  dr- 
cumstaneee  differently,  with  req>ect  to  bad 
debt  reserves,  despite  the  fact  they  were  In 
the  same  portfolio. 

C.  Datm  Limttmtkms. 

There  are  at  preeent  a  number  of  dstn 
series  which  adequately  mecusure  delinquency 
and  foreclosure  rates  on  a  national  basis. 
Therefore,  a  national  standard  can  be  devel¬ 
oped  with  a  miTitTwiim  ot  difficulty. 

While  some  of  these  same  data  series  also 
provide  a  regional  break  down,  there  are 
serious  problems  with  the  regional  data.  For 
example,  while  the  Federal  Home  Loan  Nanir 
Board  series  on  loan  delinquencies  Is  consid¬ 
ered  quite  adequate  In  measuring  changes 
on  a  national  basis,  the  data  Is  much  lower 
in  quality  on  a  regional  basis,  and  the  FHLBB 
staff.  Is  reluctant  to  release  r^onal  data.  The 
troubles  associated  with  the  FHLBB  data 
arise  from  reporting  difficulties.  The  FHLBB 
has  experienced  problems  In  getting 
sssoclatlons  to  provide  loan  delinquency 
data  on  a  regular  basis.  While  the  magnitude 
of  the  problem  is  not  sufficient  to  seriously 
affsct  the  quality  of  the  national  data.  It 
has  caused  quality  control  problems  on  the 
local  basis.  Also,  with  respect  to  the  Mort¬ 
gage  Bankers  Association  data,  there  Is  a 
heavy  concentration  of  member  reporting 
fir^  located  In  the  south,  southwest  and  in 
California.  Data  collected  for  other  areas  of 
the  nation  are  based  on  such  small  samples 

that  the  regional  data  has  to  be  considered 
suspect. 

Since  satisfactory  data  of  a  regional  nature 
are  not  currently  avaUable,  the  Department 
of  Housing  and  Urban  Development,  along 
with  other  federal  agencies,  would  be  forced 
to  collect  such  data  If  It  was  decided  to 
activate  Title  I  tm  a  regional  basis.  However, 
If  such  a  decision  was  made,  the  delay  in 
implementing  Title  I  could  be  as  long  as 
18  months.  (In  order  to  form  an  adequate 
regional  data  base,  survey  forms  would  have 
to  he  developed,  sample  groups  selected, 
re^xmdsnts  contacted,  uid  enough  data 
would  have  tp  be  conqslled  so  that  at  least 
year-to-year  coirquartaons  could  he  made.) 
Since  Oopgrass  (dearty  did  not  Intend  for 
HUD  to  delay  implementation  of  Title  I  for 
up  to  a  year  and  a  half,  prompt  implementa¬ 
tion  requires  that  the  program  he  based  on 
a  single  national  measure.  Of  course,  one 
possible  alternative  which  might  be  con¬ 
sidered  would  be  to  establish  a  temporary 
mortgage  relief  program  on  a  national  basis, 
and  then  convert  to  a  regional  basis  once 
adequate  data  become  available.  However,  the 
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emergency  program  would  expire  before  the 
regional  data  became  available. 

D.  Problems  on  the  Local  Level. 

Local  laws  and  practices  relating  to  de¬ 
linquencies  and  foreclosures  could  adversely 
affect  the  ability  of  HITD  to  properly  moni¬ 
tor  and  administer  a  mortgage  relief  pro¬ 
gram  on  the  local  level.  One  such  problem 
lnv<^ves  the  redemption  laws  of  varlotis 
states  as  they  affect  foreclosure  rates.  In 
certain  states  such  as  Texas,  a  lender  can 
take  possession  of  the  property  within  a  mat- 
t«r  of  days  following  foreclosure.  However, 
(In  other  states  such  as  Illinois,  lenders  are 
prohibited  from  disposing  of  a  property  once 
the  legal  foreclos\ire  procedures  have  been 
completed  for  up  to  one  year.  Under  such 
circumstances  it  might  be  difficult  for  home- 
owners  In  states  such  as  Texas  to  be  eligible 
under  a  regional  program  because  foreclosure 
rates  would  always  be  relatively  low.  On  the 
other  hand,  a  regional  program  started  up 
In  nilnols  might  run  on  Indefinitely  beca\ise 
foreclosiire  rates  would  always  be  above  the 
national  average.  Problems  such  as  these 
could  be  solved  by  establishing  separate  in¬ 
dexes  for  every  area  of  the  country,  with  dif¬ 
ferent  values  for  activating  Title  I,  but  this 
would  generate  administrative  problems  and 
require  a  very  large  staff  to  oversee. 

Another  problem  of  a  local  nature  relates 
to  the  possibility  of  collusion  among  local 
lenders.  It  Is  hard  to  Imagine  that  a  con¬ 
spiracy  among  lenders  would  be  possible  on 
a  national  basis,  but  local  lenders  could. 


depending  on  the  size  and  financial  concen¬ 
tration  within  the  local  area,  act  In  con¬ 
cert  with  one  another  In  such  a  way  as  to 
cause  the  mortgage  relief  program  to  be  Im¬ 
plemented  or  to  forestall  Its  suspension. 

E.  Summary. 

The  problems  associated  with  regional  de¬ 
linquency  and  foreclosure  data,  local  con¬ 
ditions  and  laws  as  well  as  equity  considera¬ 
tions  all  argue  strongly  for  a  single  national 
standard  to  be  adopted  In  conjunction  with 
the  Implementation  of  Title  I  of  the  "Emer¬ 
gency  Housing  Act  of  1975.”  Under  such  a 
program  all  homeowners  In  similar  economic 
situations  would  be  treated  alike,  the  pro¬ 
gram  could  be  Implemented  with  a  minimum 
of  delay  and  local  conditions  would  not  al¬ 
lowed  to  unjustly  Impact  on  the  operations 
of  the  pi  ogram. 

ACTIVATING  THE  STANDBY  AUTHORTTT 

The  Delinquency/Foreclosure  Index  devel¬ 
oped  by  the  Department  of  Housing  and  Ur¬ 
ban  Development  can  be  calculated  only 
back  to  1969,  but  additional  Indices  have 
been  calculate  using  all  available  data  back 
to  1965  and,  with  less  precision,  to  1960.  These 
longer  term  Indices  correlate  highly  with  the 
Delinquency /Foreclosure  Index  so  that  the 
probable  Index  numbers  can  be  approximated 
back  to  1960.  Using  this  information,  it  Is  pos¬ 
sible  to  see  what  values  of  the  indices  would 
have  been  reached  in  past  recessions. 

For  the  last  three  recessimxs,  these  peak 
values  are: 


1960-1 

1970-1 

1974-6 

Delinquency  index . 

1.18 

0.99 

1.10 

In  the  1960  recession,  the  delinquency  in¬ 
dex  peak  was  reached  In  the  first  quarter 
of  1963,  after  the  trough  of  the  general  re¬ 
cession;  however,  the  delinquency  Index  was 
above  1.10  almost  continuously  from  the  be¬ 
ginning  of  ,1961  to  the  beginning  of  1964, 
falling  below  1.10  only  twice  In  13  quarters. 

The  Index  peaked  again  In  the  fourth 
quarter  of  1971.  The  high  for  the  1974-1975 
recession  was  reached  in  the  first  quarter  of 
1975.  The  preliminary  Index  for  the  second 
quarter,  based  on  the  data  now  available  to 
HUD  is  also  1.10. 

As  reported  In  Section  a700.10(b)  of  the 
regulations  to  Implement  Title  I,  the  Index 
level  which  would  Indicate  that  an  emergency 
level  of  delinquencies  has  been  reached,  has 
been  set  at  1.20.  This  level  Is  slightly  above 
the  peak  levels  reached  and  sustained  dur¬ 
ing  the  1961-1964  period.  The  level  may  be 
changed  If  consultations  with  regulatm^  in¬ 
stitutions  and  otbw  Interested  parties  sug¬ 
gest  that  It  is  Inappropriate,  or  If  Improved 
data  series  can  be  devel<^>ed. 

Issued  at  WashlngUm,  D.C.  October  1, 
1975. 

Cakla  a.  Hills, 
Secretary  of  Housing  and 
Urban  DOoelopment. 

[FR  Doc.75-26879  Filed  10-8-75;8:45  am] 
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